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AT-A-GLANCE (As oF 3/31/2006) 


YEAR FOUNDED: 1951 MARKETS SERVED 
(26 Countries): 
North America: 94 
Europe: 50 
Latin America: 10 
Pacific Rim: 12 


FACILITIES WORLDWIDE: 916 


MAJOR SERVICE LINES: 
Records Management Services 
Data Protection and Recovery Services 
Information Destruction Services 


2005 FINANCIAL RESULTS: 
Revenues: $2.1 billion 
OIBDA: $574 million 
Net Income: $111 million 
EPS-Diluted: $0.84 


EMPLOYEES: 15,800 


FINANCIAL HIGHLIGHTS 


CORPORATE CLIENTS: 90,000 


(AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA) 2001 2002 2003 2004 2005 
Total Revenues $1,185,718 $1,318,497 $1,501,329 $ 1,817,589 $2,078,155 
Storage Revenues 694,474 759,536 875,035 1,043,366 1,181,551 
Gross Margin (excluding depreciation) 51.4% 52.8% 54.7% 54.7% 54.9% 
Operating Income () 144,116 252,586 304,893 344,496 386,784 
Operating Income as a % of Total Revenues 12.2% 19.2% 20.3% 19.0% 18.6% 
OIBDA @) 297,387 361,578 435,811 508,125 573,706 
OIBDA as a % of Total Revenues 25.1% 27.4% 29.0% 28.0% 27.6% 
Interest Expense, net 134,742 136,632 150,468 185,749 183,584 
(Loss) Income from Continuing Operations 

per Share — Diluted (3) (0.35) 0.49 0.65 0.72 0.86 
Net (Loss) Income per Share — Diluted (4) (0.35) 0.45 0.65 0.72 0.84 


(1) Includes $59,217 of goodwill amortization expense for 2001, that would not have been recorded had Statement of Financial Accounting Standards (SFAS) No. 142 been implemented 


on January 1, 2001. 


(2) Operating income before depreciation and amortization. See Item 6 on p.21 of the accompanying Annual Report on Form 10-K for a reconciliation of OIBDA to Net (Loss) Income. 


(3) Giving effect to the elimination of goodwill amortization under SFAS No. 142, Income From Continuing Operations would have been $0.04 per diluted share for 2001. 


(4) Giving effect to the elimination of goodwill amortization under SFAS No. 142, Net Income would have been $0.04 per diluted share for 2001. 


ABOUT OUR COMPANY 


lron Mountain Incorporated (NYSE:IRM) helps 
organizations around the world reduce the costs and 
risks associated with information protection and 
storage. The Company offers comprehensive records 
management and data protection solutions, along 
with the expertise and experience to address complex 
information challenges such as rising storage costs, 
litigation, regulatory compliance and disaster recovery. 
Founded in 1951, lron Mountain is a trusted partner to 
more than 90,000 corporate clients throughout North 
America, Europe, Latin America and the Pacific Rim. 
For more information, visit the Company’s website at 
www.ironmountain.com. 
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IRON MOUNTAIN 


TEN YEARS OF BUILDING LEADERSHIP 


Growing America's Largest Records Management Company into 
the Global Leader in Information Protection and Storage Services 


Iron Mountain was founded in 1951 and operated as a privately owned company 
until its Initial Public Offering (IPO) on February 1, 1996, when it raised $38 million 
of equity capital to begin the pursuit of its growth strategy. Over the next 10 
years, the Company maintained a disciplined adherence to its three-phase 
strategy and transformed itself from America’s largest records management 
company, supported by 1,200 employees, to the global leader in information 
protection and storage services with more than 15,800 employees worldwide. 


GROWTH THROUGH ACQUISITION Iron Mountain dramatically increased 
its scale and expanded its geographic footprint and portfolio of major services 
primarily through acquisitions. In the last 10 years, the Company has invested 
approximately $3.1 billion to acquire more than 150 companies. The merger 
with Pierce Leahy Corp. in 2000 and the acquisition of the records management 
operations of Hays plc in 2003 effectively doubled the size of the Company’s 
North American and European businesses, respectively, at the time each was 
completed. While acquisitions are no longer the primary driver of growth for the 
Company, they remain an important component of the overall growth strategy. 


THE JOURNEY TO LEADERSHIP 


Established European 
presence by acquiring 
s an 
Initial Public Offering on Health Information Management SOO ail Bal 
the NASDAQ exchange, services expanded through the peer m 
under the symbol IMTN acquisition of Record Masters pes 
1996 1997 | 1998 1999 
PHASE | - MARKETS AND PRODUCTS 
Launched Consulting Acquired Arcus Moved to the 
First senior Services specializing in Data Security, NYSE under the 
subordinated notes comprehensive records becoming the symbol IRM 
issued at 101/8% management program leading off-site 
development and data protection 
implementation company 
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IRON MOUNTAIN’S THREE PHASE STRATEGY 


PHASE | PHASE II PHASE III 

MARKETS AND PRODUCTS CUSTOMERS CAPITALIZATION 

Establish leadership and Build a world class selling Expand customer 
broad market access organization to aggressively relationships to help 

in the core businesses, sell new customers, them solve their 
primarily through converting previously information protection 
acquisitions. unvended demand. and storage problems. 


BUILDING SCALE ON A GLOBAL BASIS In 1995, Iron Mountain operated exclusively in the 
United States. By the end of 2005, the Company had generated 28% of its revenues internation- 
ally, having expanded its market presence to 26 countries on four continents. Acquisitions in the 
UK (1999), Mexico (1999), Argentina (2000), Canada (2000) and Australia/New Zealand (2005) 
established Iron Mountain’s presence in major new geographies. Globalization is a primary focus 
for the Company because the core businesses are physical, and building a global footprint is 
critical to supporting its largest clients wherever they do business. 


EXPANDING PORTFOLIO OF SERVICES In addition to servicing its largest customers wherever 
they do business, Iron Mountain has built an expanding portfolio of services based on clients’ 
increasing need for reducing costs and mitigating risks associated with information protection 
and storage. Acquisitions such as Record Masters (Health Information Services), Arcus Data 
Security (Off-Site Data Protection), Data Securities International (Software Escrow), RDI (Secure 
Shredding), and Connected Corporation (PC data protection) and LiveVault Corporation (server 
data protection) were critical to this effort. Since 1995, the Company has introduced multiple new 
service offerings, extending the depth and breadth of its records management, data protection 
and recovery and information destruction services. 


Entered Mexico Merged with Pierce Exceeded $1 billion in annual revenues 
through joint venture Leahy doubling the 

with operations in size of the business 

four major cities and entering Canada introduced new Electronic 


AES AS SLs Vaulting services for online 


backup and recovery 
2000 2001 2002 


Entered the Entered Latin America Established Digital 
Secure Shredding with initial acquisition Archiving services to 
market with initial in Buenos Aires, help customers with 
acquisition in Texas Argentina electronic records 


management 


2003 


On March 10, 2006, Chairman and 
CEO Richard Reese, along with 
other Iron Mountain executives 
and invited guests, rang the 
closing bell at the New York Stock 
Exchange to celebrate 10 years as 
a public company. 


ADDING DIGITAL SERVICES TO A PHYSICAL BUSINESS In anticipation of explosive information 
growth, new regulations and litigation demands, Iron Mountain built the digital analogy to its core physical 
businesses: E-Records Management and Digital Data Protection. Somewhat ahead of its time, Iron Mountain 
made an early investment in these digital services to address burgeoning compliance requirements calling for 
a holistic approach to information protection and storage. In1995, more than 90% of the Company’s revenues 
were derived from the storage and services related to paper documents and vital records; by 2005, 19% of its 
revenues came from off-site data protection and 6% from online digital services. Today, Iron Mountain is a 
leading provider of Software-as-a-Service (SaaS) for managing e-records and protecting distributed data. 


STRONG INTERNAL REVENUE GROWTH AND MARGIN EXPANSION Since 1995, Iron Mountain has 
grown revenues from $104 million to $2.1 billion, a 10-year compounded annual growth rate of 35%. While 
nearly two-thirds of that growth is attributed to acquisitions, the Company has averaged 10% annual internal 
growth during this time while engineering a 21-fold scale change in its business. Over this 10 year period, 
highlighted first by an aggressive acquisition program and then by significant investments in new products 
and services and a world class selling organization, the Company also accreted margins. Iron Mountain has 
grown its gross margin (excluding depreciation) from 49.9% in 1995 to 54.9% in 2005 and its OIBDA margin 
from 25.2% in 1995 to 27.6% in 2005, while making the necessary investments to successfully integrate more 
than 150 acquisitions and support a multi-billion dollar, multi-national enterprise. 


THE JOURNEY TO LEADERSHIP (conr’p) 


Named to the Information Established market 
Debutedion the Fortune Week 500 for innovative leadership for PC 
technology practices backup and recovery 


1000 list at #88 
4 with the acquisition of 


Connected Corporation 


2004 
 E__ aw 
Doubled European 
business by acquiring Expanded Secure Shredding 
the records management services to Canada through the 
operations unit of Hays plc acquisition of Proshred Security 
International Inc. 
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FUNDING GROWTH Iron Mountain has funded its tremendous growth through a combination of equity 
capital, debt capital, and more recently, cash flows generated by its own operations. Following the IPO, lron 
Mountain raised nearly $1 billion of equity capital through two follow-on offerings, the last one coming in 
1999, and the issuance of equity securities as acquisition consideration. The Company has relied primarily 
on the public debt markets to fund its rapid growth, by leveraging the highly recurring nature of its revenue 
streams. Total debt has grown from $122 million in 1995 to $2.5 billion in 2005, more than 65% of which is in 
the form of 12-year senior subordinated notes. Since 2001, the Company has generated a cumulative total of 
$325 million of free cash flow before acquisitions (defined as cash flows from operating activities less capital 
expenditures, net of proceeds from asset sales, and customer acquisition costs) while funding internal growth 
(which has averaged 8% over that period), new product development and sales and marketing expansion. 


CREATING SHAREHOLDER VALUE Iron Mountain and its shareholders have been well rewarded for the 
Company’s vision, strategy and execution over the last decade. Its stock price has risen from less than $5 per 
share at the IPO, on a split-adjusted basis, to more than $4210 years later. This represents a compounded annual 
growth rate of nearly 25% and gives the Company a market capitalization of approximately $5.6 billion. 


THEN & NOW 


1995 2005 
Revenues $104 million $2.1 billion 


OIBDA $26 million $574 million 
Markets 26 : 166 | 
Countries/Continents VA 26/4 
Employees 1,200 15,800 


Share Price $4.74 $42.22 


Market Cap $153 million $5.6 billion 


Fortune 1000 Rank N/A 811 


(1) Split adjusted IPO price. 


Named by FORTUNE as olldined market 

Grinch AinencaeaNost leadership for online 

Admired Companies for server backup and recovery 

Diversified Outsourcing services with the acquisition Exceeded $2 billion 

of LiveVault Corporation iafanntallrevenues 
2005 
PHASE IIl - CAPITALIZATION 

Entered the Pacific Rim by Launched Secure Shredding 
acquiring the Australian and New services in UK with the acquisition 
Zealand operations of Pickfords of Secure Destruction Ltd. 
Records Management 


TO OUR SHAREHOLDERS, 


Our objectives in this annual report remain the same as in the 
past: to examine our annual results, review the progress made in 
2005 towards accomplishing our tactical and strategic goals, and 
to share our views about our future. Additionally, 2005 was our 
tenth year as a public company, so I will also give my perspective 
on what we have accomplished during the past decade. 


C. Richard Reese 
Chairman & Chief Executive Officer 
Iron Mountain Incorporated 


In 2005, lron Mountain performed as we expected and as we projected, 
albeit in most cases at the high end of our forecasted ranges. We met or 
exceeded all of our targets for revenues, operating income, OIBDA and 
internal growth. Revenues increased by $261 million, or 14%, and internal 
growth was 8%, at the upper end of our guidance. Our storage revenue 
internal growth rate, a key driver of our business, continued to rise 
throughout the year reaching 10% in the fourth quarter and 9% for the 
year overall. Capital spending modestly exceeded our forecasts, driven 
primarily by the higher than expected growth of storage revenues, 
as storage is the most capital intensive service we provide. Operating 
income before depreciation and amortization (OIBDA) rose 13% to $574 
million and EPS rose 17% to $0.84 per diluted share. OIBDA margins ran 
ahead of plan at 27.6%. 


Our core North American businesses, comprised primarily of our physical 
records management and data protection businesses in the U.S. and 
Canada, performed very well in 2005. They exceeded both their revenue 
and contribution targets while working toward a merger of the two 
operations effective January 1, 2006. Storage revenues grew 9% overall 
and 8% internally, driven primarily by increasing storage internal growth 
rates in the paper business. By the end of the year we saw the highest 
storage internal growth rates since 2002, reflecting increased sales 
production and a more positive pricing environment. Core services in 
North America strengthened in 2005 with the data protection business 
growing through the technology change cycle that impacted its results 
in 2004. As important is the improvement in the core service growth 
rate of our paper business, which grew more in line with storage in 2005. 
Secure Shredding grew more than 20% internally as we continued to 
build our footprint through 10 acquisitions. 


2005 was also a good year for our international operations, high- 
lighted by expansion and consolidation, strong revenue growth in Latin 
America, and solid operational performance in Europe. Total revenues in 
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We continue to bea 
major player in the 


digital archiving space 


our international segment grew 15%, primarily through acquisitions. In 
addition to the Pickfords acquisition in Australia/New Zealand and the 
shredding acquisition in the UK, we completed fold-in acquisitions in 
both France and Spain. We also purchased significant minority partner 
positions in Latin America, giving us ownership of more than 78% of 
our operations in that region. Our market position in Europe remains 
unequaled and we are building a strong management team focused on 
improving sales performance and driving higher margins through scale 
and increased efficiency. 


Perhaps the most dramatic changes we saw in 2005 were in our Digital 
business. Having integrated Connected with our existing Digital opera- 
tions, acquired LiveVault and, effective January 1, 2006, added our 
Intellectual Property Management (IPM) business to the group, we 
brought all of our Digital businesses together under a common umbrella 
to give them the freedom and flexibility to focus on developing and 
selling the products and services necessitated by this rapidly growing, 
ever-changing market. Our Digital business was contribution positive for 
the first time in 2005, several quarters ahead of expectation. Including 
IPM, our Digital revenues grew 125% in 2005, with an internal growth 
rate of more than 40%. We continue to be a major player in the digital 
archiving space and have established clear leadership in the data protec- 
tion market for remote servers and desktop/laptop computers. 


and have established 
clear leadership in the 
data protection market 
for remote servers 

and desktop/laptop 


computers. 


After going public in1996 and raising capital to actively 
consolidate a fragmented industry, we embarked upon 
a long-term growth plan to build global leadership in 
a new, emerging market space: information protec- 
tion and storage. This growth plan was embodied 
in a three phase strategy that we have executed 
with discipline ever since. The first phase involved 
establishing leadership and broad market access in 
both of our core businesses: records management 
and data protection, primarily through acquisitions. 
In the second phase we invested in building a world- 
class selling organization to aggressively sell new 
customers, converting previously unvended demand. 
We are now focused on the third phase, which we 
term the capitalization phase. In this phase, which 
will run for a long time to come, we seek to expand on 
our existing customer relationships to help customers 
solve their information protection and storage prob- 
lems and increase our share of their expenditures in 
these areas. Doing this means expanding our product 
lines to solve new, more complex customer problems 
and propagating these new services across our global 
footprint. In addition, we are focusing significant 
energy and investments internally to standardize our 
global services, wring costs from our processes and 


We are focusing significant energy 
and investments internally to 
standardize our global services, wring 
costs from our processes and provide 
better quality services and support to 


our customers and employees. 


provide better quality services and support to our 
customers and employees. 


Our Company is a portfolio of related businesses and 
service lines that operate on four continents. As such, 
different parts of our business are at different stages 
in their evolution along the three phase strategy. 
However, the enterprise as a whole has moved solidly 
into the third phase and is focused on internal 
growth from existing and new customers and driving 
margin, and therefore, returns on invested capital. 
That said, we will continue to use all of the tools we 
used during the first two phases, such as acquisitions 
and sales force expansion, to build a larger, more 
profitable, global enterprise that remains the leader 
in information protection and storage services. 


During 2005, we accomplished much towards 
advancing our strategy. Late in 2004, we acquired 
Connected Corporation, a technology partner of our 
Digital business. We have now successfully inte- 
grated Connected and our former Digital operations 
into a unified organization that performed above 
our expectations. The success of this acquisition 
was important for market and financial performance 
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NORTH AMERICA EUROPE 
94 MARKETS 50 MARKETS 


ASIA PACIFIC 
12 MARKETS 


UNDER DEVELOPMENT 


reasons, but also because it was our first acquisition 
in the technology space. We leveraged that experi- 
ence late in 2005 and acquired another technology 
partner, LiveVault Corporation. LiveVault owned the 
core technology central to one of our fastest growing 
service lines, Server Electronic Vaulting. By acquiring 
LiveVault we bought out a future royalty stream, 
which we believe would have grown significantly, 
gained control of this core technology and added to 
our organizational strength and intellectual property 
portfolio. We also advanced our agenda for intro- 
ducing this service in Europe. 


Expanding our 


footprint into Asia 


and the Pacific Rim 


LATIN AMERICA 
10 MARKETS 


customers need 


us to be.” 


We augmented our growing business in Secure 
Shredding in the U.S. and Canada through internal 
startups in Latin America and an acquisition in the 
United Kingdom. Late in 2005, we acquired the 
largest Secure Shredding operator in the UK, Secure 
Destruction Limited, which gave us national market 
coverage, plant capacity and a professional staff. 
Following the same model we developed in North 
America, we are integrating the shredding business 
into our Records Management operations to leverage 
customer relationships and overhead. 


is an integral part 
of our strategy “to 


be everywhere our 


In December, we made our first 
acquisition in the Asia Pacific 
region with the acquisition of 
Pickfords Records Management. 
Pickfords gives us a scale busi- 
ness with a strong manage- 
ment team and market presence 
in every major city in Australia 
and New Zealand. We now have 
the footprint to immediately 
compete for national contracts 
and to offer Records Management 


We continued to build and evolve our 


organization to develop management 


bench strength and add to our skill set 


in preparation for managing the larger 


enterprise we fully expect to become. 


services across both countries 
to our global customers. Pickfords 
has an emerging Secure Shredding 
business which we will continue 
to develop and we look forward 
to introducing all of our infor- 
mation protection and storage 
services to this market in the full- 
ness of time. 


Expanding our footprint into Asia 
and the Pacific Rim is an integral 
part of our strategy “to be where 


our customers need us to be.” Not 
only are many of our customers 
asking us for help in this part of 
the world, but it is also a large 
and growing market in its own 
right. We have done significant 
work to inventory the various 
business development opportuni- 
ties in this part of the world and 
we expect to take advantage of 
many of those opportunities over 
the next several years. It is likely 
that we will use a combination 
of joint venture arrangements, 
minority ownership positions, 
and technology and marketing 
agreements to develop our pres- 
ence in this region. While we will 
also use acquisitions, they are not 
likely to play as significant a role 
as they did in the build-out of the 
Americas and Europe. As such, we 
should require less capital to build 
out our Asia Pacific operations. 


In 2005, we invested $464 million 
of total capital in projects to main- 
tain current operations, support 
internal growth, develop new prod- 
ucts, improve business operations, 
acquire 16 new businesses and 
complete three partner buyouts in 
Latin America. The mix of capital 
investments is shifting. From the 
beginning of 1996 through 2000, 
84% of the capital we invested in 
the business went to acquisitions. 
That has dropped to 49% over the 
last five years. The future will likely 
see a continuation of investment 
trending away from acquisitions 


and into growth and efficiency initiatives such as 
new product development, processes and systems to 
drive future margin increases and building a stronger 
platform for a substantially larger business. In 2005, 
we generated $120 million of free cash flow before 
acquisitions, which was enough to fund two-thirds of 
our acquisition spending for the year. 


We remain a leveraged business model. The highly 
predictable cash flows derived from our largely recur- 
ring revenue model allow us to comfortably support 
significant financial leverage. Our business requires 
considerable capital investment in real estate, racking 
systems and IT storage systems for increased capacity 
to support the growth of both physical and digital 
storage revenues, which represent 57% of our consol- 
idated revenue stream. We believe that prudent 
financial leverage applied to attractive return assets 
drives return on shareholder equity. That said, our 
consolidated leverage ratio, as defined by our senior 
credit facility, was 4.3 at year end, which is the lowest 
level it has been at any time during our 10 years as a 
public company. We have ample liquidity and access 
to sufficient capital to fund our strategy. 


During the year, we faced several challenges as we 
and our customers reacted to new laws surrounding 
privacy and the handling of personal information. As 
the industry leader and the custodian of consider- 
able amounts of personal data, we have the oppor- 
tunity and the responsibility to provide leadership to 
our customers who are facing significant challenges 
meeting these new regulations. We developed new 
technologies and expanded our service options 
for customers to help them address these issues. 
Internally, we upgraded our processes, enhanced our 
employee training and implemented data encryp- 
tion technologies for our own data. These and other 
trends in regulations continue to challenge us now 
and in the future. However, they also create tremen- 
dous opportunities for those that understand them 
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MM SECURITY 
We protect our customers’ information 
as if it were our own. 


Mi TOTAL CUSTOMER SATISFACTION 
We deliver what our customers expect, 
when they expect it. 


Mi CANDOR 
We communicate in an open and truthful way 
that is constructive and respectful. 


M@ INTEGRITY 
We are always honest and never compromise 
our Core Values. 


ACCOUNTABILITY 
We each hold ourselves personally responsible 
for our actions, commitments and results. 


Hi ACTION ORIENTATION 
We are alert to opportunities and problems 
and act with a sense of urgency. 


M™ TEAMWORK 
We work in teams to accomplish far more 
together than we could as individuals. 


and who can provide services to relieve increased 
customer pain. 2005 challenged us but we are now 
much stronger and are focused on the opportunities 
that lie ahead in this area. 


We continued to build and evolve our organization 
to develop management bench strength and add to 
our skill set in preparation for managing the larger 
enterprise we fully expect to become. During the 
year, | asked Bob Brennan, previously President of 
North America, to accept the role of President and 
Chief Operating Officer of the Company. This allows 
me to focus more time on developing the business 
and new products, while Bob focuses on building the 
global organization and aligning it to take advan- 
tage of the opportunities ahead. During the year, we 
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lron Mountain Helps 
PinnacleHealth improve Patient 
Gl Intellectual Property Management Service Levels 
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Mountain as one of America’s 
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In April, we launched the new 


ironmountain.com, a site 
that reflects our commitment 
to helping our customers 
reduce the risks and costs 

of information protection 


and storage. 


surveyed our employees around the world to understand their views 
of the Company, with which they are investing their career. We will 
continue this process in the future as we recognize the value of our 
Iron Mountaineers to our collective success. We also introduced to our 
organization seven core values that we believe form a common founda- 
tion of the behavior we expect from one another. As our partners, you 
will be interested in these values, which you can find on page 11 of this 
report. We are a stronger organization today than a year ago and we will 
continue to build on that strength. 


We continued our journey to build a world-class selling organization 
supported by a service delivery organization driven by total customer 
satisfaction. We are fortunate to operate in large, trend-favored markets 
that afford a fair return on capital. We remain committed to our two 
original principles that bear repeating: (1) invest our shareholders’ 
money as if it were our own and (2) do what is right for our customers 
and employees. As always, we will continue to invest your money 
with the goal of increasing OIBDA in relation to total capital invested. 
Nothing in our business changes rapidly. However, we have established 
our strategic position, acquired dominant market share and broadened 
our business to offer a unique value to our customers. The majority, 
but not all, of the capital investment required to build our platform is 
behind us. Our returns currently reflect the returns derived from our 
acquisition phase. We are biased for growth, meaning that our focus 


is on driving long-term sustainable revenue growth, 
potentially at the expense of near-term margins. 
Future investment will be dominated, although not 
exclusively, by success-based investments in revenue 
growth and efficiency projects. We generate signifi- 
cant free cash flow and expect that to grow steadily. 
We can see the time coming when our free cash flow 
will exceed our ability to reinvest in our current busi- 
nesses. Our future strategy remains one of returning 
to our shareholders any cash in excess of our ability 
to invest at attractive returns in our current market 
space. We are not driven for size alone. Simply put, 
we strive to invest the maximum amount of capital 
at acceptable returns on total capital and apply 
prudent financial leverage to enhance return on 
shareholder equity. 


| MStock  sso- 
Performance 25% 10-year CAGR 
Since IPO = 4) — 
$30 — 
$20 — 
$10 — 
0S ah hd oe 


IPO 2005 
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As | said at the beginning, 2005 was our tenth year of 
operations as a public company. As | reflect on the last 
decade | am amazed at what this organization, with 
the support of our shareholders and for the benefit 
of our customers, has accomplished. In 1995, before 
our IPO on February 1, 1996, we generated revenues 
of $104 million from operations in 26 U.S. cities, with 
over 90% derived from the storage and servicing 
of paper documents. 10 years later we reported 
revenues of $2.1 billion, a 21-fold increase, 72% from 
the U.S. and 28% international, with operations in 
166 cities in 26 countries on four continents. The 
storage and servicing of paper documents still domi- 
nates our business at 75% of total revenues as it has 
grown steadily during the last 10 years. However, we 
have broadened our business from that single service 
to three major service lines: records management 
services, data protection and recovery services, and 
information destruction services, all with multiple 
products and vertical solutions that encompass phys- 
ical and digital service delivery models. This period 
saw unprecedented acquisition activity averaging 1'/4 
acquisitions per month over 10 years, spanning four 
continents, and driving a total revenue compounded 
annual growth rate of 35%. 


Even with this high velocity of change, the organiza- 
tion accreted OIBDA margins more than 200 bps after 
reinvesting approximately 800 bps of operational 
improvements and overhead leverage into increased 
technology spending to support an emerging Digital 


A Decade of Strong Financial Performance inition 


business and our customer facing 
organizations—sales, marketing 
and account management—to 
support internal growth. In 1995, 
we had internal growth of 8%; 
in 2005 we had internal growth 
of 8%, on a 21 times larger base! 
The exact match of the begin- 
ning and ending points is mostly 
coincidence, but our ability to 
maintain a healthy internal 
growth rate that averaged 10% 
over this period, while creating 
such a scale change, was all about 
great execution by our organiza- 
tion and a strategy that required 
the willingness and the ability 
to make the investments neces- 
sary to accomplish our goals. 
Almost any company can create 
growth through acquisitions and 
we understand how to do that. 
However, our plan has been to 
create strong internal growth 
over a long period of time and it 
is working. | cannot promise the 
next 10 years will be as fast paced 
as the last 10 years. However, the 
strategy is in place, our market 
position is established and the 
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35% 10-year CAGR 
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team that brought you the last 
10 years is still here, augmented 
by new talent to help us execute 
even more crisply. | will let you 
know 10 years from now what | 
think of our performance. 


Iron Mountain is fortunate to 
have a strong and active board 
of directors. As a group they 
hold a significant financial stake 
in our company. The majority of 
these holdings were created by 
investing their own cash, not by 
accrual of value from options 
granted to them by other share- 
holders. They meet the standards 
and actions required for indepen- 
dence. We believe those charac- 
teristics, along with experience, 
good judgment, integrity and the 
willingness to share their opinion 
are the keys to good governance. 


We are also fortunate to have 
nearly 16,000 dedicated 
Mountaineers worldwide. The 
knowledge and loyalty, devel- 
oped through longevity, of our 
employees is a significant asset 
of Iron Mountain. We appre- 
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ciate their service and we will 
continue to work to reward them 
for their performance. One sign 
of their dedication was evidenced 
by how our team responded to 
our customers’ and employees’ 
needs during Hurricane Katrina 
in New Orleans. We rallied our 
disaster recovery plans and 
protected all of our customers’ 
assets, took on new customer 
challenges during the aftermath 
of the storm and found, protected, 
and supported our displaced 
employees and their families with 
a relief fund from employees and 
the Company that totaled over $1 
million of contributions. Another 
reminder to me of the dedication 
of our Mountaineers! 


We continue to attract high 
quality shareholders as our part- 
ners. We appreciate your advice 
and input. We will continue to 
communicate with you in an 
open and transparent manner as 
we believe that you are our part- 
ners. As such, | want to remind 
you of an investment opportunity 
for our partners that we created 
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Our plan has been to create strong internal growth 


over a long period of time and it is working. 


a few years ago. | believe that individual educa- 
tion is the long term way to improve our world. 
To help our employees advance their families, we 
have established a charitable foundation, the Iron 
Mountain Scholarship Foundation. The Foundation 
was originally funded with commitments from several 
members of our board of directors and management 
team. The Foundation provides tuition assistance 
for children of our employees to attend college. It is 
intended to assist those that need extra help to push 
them over the line. Awarding of the scholarships is 
managed by an independent, professional organiza- 
tion and awardees are limited to employees that earn 
below $60,000 per year. For those partners that have 
earned exceptional returns from their lron Mountain 
investment, | ask that they consider joining us in 
supporting our employees’ family development. If 
you have interest in contributing, please contact me 
at scholarship @ironmountain.com. | thank everyone 
who has generously supported the Foundation’s work 
thus far. 


| have been fortunate to lead this exceptional company 
for nearly 25 years. | have seen it grow from a small, 
local company to a global leader. It’s been a lot of fun, 
but from my seat, the fun is just beginning. Thank you 
for allowing me the privilege of leading your company 
for the last 10 years. 


With continued pride and enthusiasm, 


Fo IO x... 


C. Richard Reese 
Chairman & Chief Executive Officer 
April 3, 2006 


A MESSAGE FROM OUR CHIEF FINANCIAL OFFICER 


John F. Kenny, Jr. 

Executive Vice President, 
Chief Financial Officer 

lron Mountain Incorporated 


Every year at this time, as | write this letter for our Annual Report, | 
reflect on our most recent past performance and re-examine our future 
prospects. Our views on value creation in our business and the impor- 
tance of complete and transparent communications with stakeholders 
regarding our results and our outlook for the future have not changed. 
Further, our business performance has been remarkably consistent. So, 
while this letter is necessarily somewhat repetitive, we feel fortunate to 
operate a business like this. As always, the principle that drives our focus 
and approach to long-term value creation continues to be increasing 
return on invested capital (ROIC) while reducing our cost of capital by: 


- Driving long-term internal revenue growth; 

* Increasing operating margins; 

- Improving capital efficiency; 

- Prudently redeploying discretionary cash flow; and 
- Wisely managing our balance sheet. 


Through rigorous adherence to our long-standing, three-phase strategic 
plan, we have established global leadership in the information protec- 
tion and storage services market with our unmatched footprint and 
product and services portfolio. We are now beginning the long capital- 
ization phase of our strategy where we take advantage of the tremen- 
dous market opportunity before us, driving long-term revenue growth, 
margin expansion and capital efficiency, thereby increasing ROIC. At this 
stage of our development, we have a strong bias for growth. It is our 
continued strong preference to reinvest discretionary cash flows in those 
opportunities where we feel we can execute successfully and drive good 
returns on capital. In pursuing the biggest opportunities we have before 
us, we will deploy much more capital to drive internal growth than we 
will to acquire revenue. As | said in last year’s letter, this requires a blend 
of aggressiveness and patience. We are clearly focused on the long-term 
but understand the need for consistent near-term performance. 


Since reaching an historic low of 6% for 2003, our internal growth rate 
has increased steadily, reaching 8% for each of the past two years. This is 
the middle of the range within which we expect the business to operate 
for the foreseeable future. This goal is supported by the market oppor- 
tunities available to us and the continuing maturation of our selling 
organization. Demand for all of our products and services remains 
strong and we continue to benefit from stable net volume growth 
from existing customers in our physical businesses and a more positive 
pricing environment. Importantly, our storage internal growth rate, 
which also saw its nadir in 2003 at 8% and is a key indicator of the health 
of the business, has increased to 9% for the last two years, reflecting 


the dynamics just discussed. Our 
customers continue to produce 
growing amounts of information 
and the spotlight on compliance 
through the consistent applica- 
tion of a comprehensive records 
management program continues 
to get brighter. As a result, the 
value proposition we offer our 
customers is more important and 
relevant than it has ever been. 
We have a very large and very 
real opportunity to sell more of 
our traditional services in more 
geographies and to cross-sell our 
new services within our own 
customer base. 


Over the past five years, our oper- 
ating margins have increased 
from 12% to 19% and our OIBDA 
margins have increased from 25% 
to 28% over the same period, 
peaking at 29% in 2003. We main- 
tain our goal of driving our estab- 
lished businesses to 30% OIBDA 
margins, but because the mix 
of our business is changing, our 
consolidated margins will likely 


lag behind. All of our growth 
investments, which are doing 
very well and are enhancing our 
growth rates, are still in their 
nascent stages and are not gener- 
ating the margins we believe they 
are capable of when they mature 
and achieve scale. These dynamics 
along with international expan- 
sion, the roll-out of new services, 
and the build-out of an infra- 
structure capable of supporting 
a $5 billion global enterprise will 
pressure margins in the short- 
term but set the stage for longer- 
term revenue growth and margin 
accretion. As our new services 
achieve scale they will positively 
impact consolidated margins, and 
we fully expect our European busi- 
ness to eventually post margins in 
line with those of our core North 
American businesses. Effective 
January 1, 2006, we merged our 
North American physical busi- 
nesses into one country model. 
Our first goal was to rationalize 
interactions with our customers, 
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from both a sales and service 
delivery perspective, to maximize 
relationship revenue and even- 
tually drive efficiencies through 
the organization. We have margin 
opportunities in the areas of 
transportation, administration 
and selling efficiencies. Over the 
long term, we will leverage over- 
head as the Company continues 
to grow. 


Our gross capital spending, as 
reported in our cash flow state- 
ments, has declined from 17% of 
revenues in 2001 to 13% in each of 
the last two years. We expect our 
capital spending to stabilize at this 
level in the near-term with periodic 
variations driven in part by attrac- 
tive opportunities to acquire real 
estate under rights of first refusal 
or purchase options that we built 
into our operating lease arrange- 
ments. We have $40 million to $55 
million of such opportunities in 
2006 and we may continue to buy 
real estate in the short-term as a 
way to enhance long-term control 


68 Consecutive Quarters of Storage Revenue Growth 
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of our portfolio and capture appreciation potential 
for our shareholders. Capital once spent on acquisi- 
tion integration and restructuring is now being spent 
on product development, and infrastructure projects 
to support a much larger, more complex and more 
geographically dispersed enterprise. The capital allo- 
cation process at Iron Mountain continues to grow 
more sophisticated as we have increasingly diverse 
investment opportunities competing for capital on 
the basis of risk-adjusted returns. Importantly, we 
continue to sharpen our focus on driving returns on 
capital employed. 


As a reminder, although we are a capital intensive 
business, the vast majority of our capital expendi- 
tures are directly related to supporting new revenue 
growth. Generally less than 15% of our total capital 
expenditures go toward maintaining the current 
revenue stream. This maintenance capital spending 
consists primarily of major facility repairs, ware- 
house equipment, replacing computer equipment 
for development and infrastructure, digital storage 
systems, and personal computers. It is important to 
note that storage systems in our physical businesses, 
or racking as they are known, which represent more 
than half of our capital expenditures on an annual 
basis, rarely require any significant repairs and are 
generally not replaced. 


01 02 03 04 05 
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2005 PERFORMANCE 2005 was another year of 
strong performance as we once again achieved or 
exceeded all of our important financial objectives. We 
reported $2.1 billion in total revenues and our internal 
revenue growth rate at 8% was at the top of our 
forecasted range. Importantly, we saw acceleration 
in our storage internal growth rate, which reached 
10% in the fourth quarter, driven by an increase in the 
net volume growth rate and a more positive pricing 
environment. Total gross margin (excluding deprecia- 
tion) at 54.9% was in line with 2004. 


In 2005, we posted higher than forecasted OIBDA 
margins of 27.6%, driven by strong performance 
across the board, particularly in our Digital busi- 
ness, which was contribution positive for the year. 
We generated $120 million of free cash flow before 
acquisitions driven primarily by a 24% increase in 
cash flows from operations and higher proceeds 
from the sales of assets. Offsetting these increases 
was $22 million of cash paid for taxes primarily in 
Canada where our NOL has been fully utilized. Cash 
flows from operations have grown at a 5-year CAGR 
of 19% while capital expenditures, net of proceeds 
from asset sales, have a comparable growth rate of 
only 8% over that same period. 


Net income for 2005 was $111 million, or $0.84 per 
diluted share, up 18% from $94 million, or $0.72 


per diluted share for 2004. As in 
previous years, foreign currency 
movements had a bearing on 
reported results. Specifically, in 
2005, we reported $6 million, or 
$0.03 per diluted share, of other 
expense, consisting almost exclu- 
sively of net foreign currency 
related losses as we marked 
certain of our foreign subsidiary 
intercompany debt to market ina 
relatively stronger dollar environ- 
ment. This compares to $8 million, 
or $0.04 per diluted share, of other 
income, consisting of net foreign 
currency related gains partially 
offset by early debt extinguish- 
ment charges related to our 2004 
refinancing activities. 


Our 2005 net income was also 
impacted by a non-cash charge 
of $3 million, net of tax, or $0.02 
per diluted share, recorded in 
the fourth quarter of 2005 as 
a Cumulative Effect of Change 
in Accounting Principle. Effective 
December 31, 2005, we adopted 
FASB Interpretation Number 
47, “Accounting for Conditional 
Asset Retirement Obligations, an 
interpretation of FASB Statement 
No. 143” which requires us to 
record a liability for the present 
value of the estimated future 
costs of preparing a facility for 
exit based on contractual obli- 
gations contained in the lease. 
Going forward, the accretion 
of the associated liability will 
be recorded as a component of 
depreciation expense. 


Since 2001, we have generated 
$325 million of cumulative free 
cash flow before acquisitions, 
while funding 8% annual internal 
revenue growth, building signifi- 
cant new growth legs in shredding 
and Digital, and investing more 
than $100 million in real estate. 
We believe we have invested this 


discretionary free cash flow wisely 
and that these investments, along 
with our international expan- 
sion investments, are beginning 
to generate increasing returns on 
incremental capital. We remain 
steadfast in our commitment 
to long-term value creation and 
fully believe that our ability to 
generate free cash flow will out- 
pace our ability to prudently rein- 
vest capital at acceptable rates of 
return in the future. 


2005 was a quiet year for Iron 
Mountain in the capital markets. 
For the first time since 1995, we 
did not issue any public debt or 
equity securities. We have been 
very successful over the past 10 
years, raising the capital needed 
to support our strategic agenda, 
and subsequently refinancing our 
debt portfolio in a declining 
interest rate environment. The 
bond markets have come to appre- 
ciate the stability of the cash flows 
in our business driven by a highly 
predictable recurring revenue 
stream. We sit here today with a 
well constructed balance sheet, 
and a prudent amount of leverage 
largely insulated from interest 
rate fluctuations. We continue 
to monitor the financial markets 
and will generally refinance any 
of our callable debt securities if 
market conditions present attrac- 
tive opportunities. We do place 
value on extending the tenor of 
our portfolio given the long-term 
nature of our assets. As of year- 
end, we had approximately $269 
million of borrowing capacity 
available under our various senior 
credit facilities. 


As we expand internationally, we 
continue to implement a number 
of strategies designed to mitigate 
the risks associated with foreign 
currency exchange rate fluctua- 
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Our established businesses 
are proving to be durable, 
cash generating engines. 
Before debt service, our 
North American physical 
businesses have generated 
cash available for 
redeployment of $1 billion 


over the last five years. 


tions. Currently, our primary strategies are to finance 
our largest international operations with local debt 
denominated in local currency, or borrow in foreign 
currencies at the parent level thereby hedging our 
international investments in a tax efficient manner. 
As we become a more complex business with an 
expanding worldwide footprint, the tax implications 
of our global financing decisions become more crit- 
ical. Therefore, we have moved the tax function into 
our treasury group to ensure a tight linkage between 
these two interrelated functions. 


Speaking of taxes, we ended the year with consoli- 
dated net operating loss carry-forwards of about 
$227 million. We expect we will be able to fully 
utilize all of our NOLs and, in the normal course, 
avoid paying any significant federal cash income 
taxes until 2008. However, we are developing tax 
strategies intended to optimize our worldwide tax 
position. One such strategy that we are likely to 
implement very soon involves the transfer of certain 
business functions within Europe. There is the poten- 
tial that such transfers may trigger the accelerated 
use of our NOLs. While this will cause us to pay taxes 
sooner, we believe there are significant long-term 
benefits to this strategy. 


As previously discussed, we have realigned our orga- 
nization along a country model with each of our 
physical lines of business in North America, Europe, 
Latin America and the Pacific Rim under common 
regional management teams. The only exception to 
this model is our Digital business which, by its very 
nature, is deployed in a virtual fashion leveraging 
a common set of intellectual property and a global 
technology infrastructure. Consistent with the spirit 
of reporting guidelines, we will realign our segment 
disclosures to reflect how we are managing our 
business. Beginning with our first quarter Form 10- 
Q, we will present the following segments North 
America, consisting of our core physical businesses 
in the U.S. and Canada, COMAC, our fulfillment 


business and our consulting business; International, 
consisting of our results of operations in Europe, 
Latin America and the Pacific Rim; and Worldwide 
Digital Services, which will include digital archiving, 
electronic vaulting for both servers and personal 
computers and our intellectual property manage- 
ment business. There will be no Corporate and Other 
segment as all corporate expenses will be allo- 
cated and intercompany charges for capital usage 
and incentive compensation will be eliminated. We 
expect this presentation will enhance transparency 
by facilitating a more informed view of the progress 
we are making in growing and driving returns from 
businesses in different stages of development. 


We are pleased with our recent performance and 
excited about the opportunities that lie ahead. Our 
established businesses are proving to be durable, 
cash generating engines. Before debt service, our 
North American physical businesses have generated 
cash available for redeployment of $1 billion over 
the last five years. Coincidently, we have invested a 
similar amount in our international and Digital busi- 
nesses over the same time frame. The early review of 
these foundational investments is positive and they 
set the stage for opportunities to invest in growth 
over the long term. 


Our investors are served by a dedicated management 
team with unwavering ethics and clarity of purpose 
long-term value creation. We remain committed to 
treating our shareholders as full partners and look 
forward to seeing or hearing from you over the 
course of the year. 


Sincerely, 


) John F. Kenny, Jr. 


Executive Vice President, Chief Financial Officer 
April 3, 2006 
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Annual Meeting Date 

Iron Mountain Incorporated will 
conduct its annual meeting of 
shareholders on Thursday, May 25, 
2006, 10 OO A.M. at the offices of 
Sullivan & Worcester LLP 

One Post Office Square 
Boston, MA 02109 


Independent Registered Public 
Accounting Firm 

Deloitte & Touche LLP 

200 Berkeley Street 

Boston, MA 02116 


Counsel 

Sullivan & Worcester LLP 
One Post Office Square 
Boston, MA 02109 


Dividends 

The only dividend we have paid 
on our common stock during the 
last two years was the stock divi- 
dend paid in connection with the 
stock split on June 30, 2004. Our 
Board currently intends to retain 


future earnings, if any, for the 
development of our business and 
does not anticipate paying cash 
dividends on our common stock in 
the foreseeable future. Any deter- 
minations by our Board to pay cash 
dividends on our common stock in 
the future will be based primarily 
upon our financial condition, 
results of operations and business 
requirements. Our Amended and 
Restated Credit Agreement dated 
July 8, 2004 contains provisions 
permitting the payment of cash 
dividends and stock repurchases 
subject to certain limitations. 


Other Information 

We have included as Exhibit 31 

to our Annual Report on Form 

10-K for fiscal year 2005 filed 

with the Securities and Exchange 
Commission certificates of our Chief 
Executive Officer and Chief Financial 
Officer certifying the quality of 

our public disclosure, and we have 
submitted to the New York Stock 
Exchange a certificate of our Chief 
Executive Officer of the Company 
certifying that he is not aware of 
any violation by the Company of 
New York Stock Exchange corpo- 
rate governance listing standards. 


CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 


We have made statements in this report that constitute “forward- 
looking statements” as that term is defined in the Private Securities 
Litigation Reform Act of 1995 and other federal securities laws. 
These forward-looking statements concern our operations, economic 
performance, financial condition, goals, beliefs, strategies, objectives, 
plans and current expectations. The forward-looking statements 
are subject to various known and unknown risks, uncertainties and 
other factors. When we use words such as “believes,” “expects,” 
“anticipates,” “estimates” or similar expressions, we are making 
forward-looking statements. 


Although we believe that our forward-looking statements are based on 
reasonable assumptions, our expected results may not be achieved, and 
actual results may differ materially from our expectations. Important 
factors that could cause actual results to differ from expectations 
include, among others: 


+ changes in customer preferences and demand for our services; 


+ changes in the price for our services relative to the cost of providing 
such services; 


+ in the various digital businesses in which we are engaged, capital 
and technical requirements will be beyond our means, markets for 
our services will be less robust than anticipated, or competition will 
be more intense than anticipated; 


* the cost to comply with current and future legislation or regulation 
relating to privacy issues; 


+ the impact of litigation that may arise in connection with incidents 
of inadvertent disclosures of customers’ confidential information; 


+ our ability or inability to complete acquisitions on satisfactory terms 
and to integrate acquired companies efficiently; 


+ the cost and availability of financing for contemplated growth; 


* business partners upon whom we depend for technical assistance 
or management and acquisition expertise outside the U.S. will not 
perform as anticipated; 


+ changes in the political and economic environments in the countries 
in which our international subsidiaries operate; and 


* other trends in competitive or economic conditions affecting 
our financial condition or results of operations not presently 
contemplated. 


You should not rely upon forward-looking statements except as 
statements of our present intentions and of our present expectations, 
which may or may not occur. You should read these cautionary 
statements as being applicable to all forward-looking statements 
wherever they appear. We undertake no obligation to release publicly 
the result of any revision to these forward-looking statements that may 
be made to reflect events or circumstances after the date hereof or to 
reflect the occurrence of unanticipated events. Readers are also urged 
to carefully review and consider the various disclosures we have made 
in this document, as well as our other periodic reports filed with the 
Securities and Exchange Commission. 
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References in this Annual Report on Form 10-K to “the Company”, “we”, “us” or “our” include Iron 
Mountain Incorporated and its consolidated subsidiaries, unless the context indicates otherwise. 


DOCUMENTS INCORPORATED BY REFERENCE 


Certain information required in Items 10, 11, 12, 13 and 14 of Part III of this Annual Report on 
Form 10-K is incorporated by reference from our definitive Proxy Statement for the Annual Meeting of 
Stockholders to be held on or about May 25, 2006. 


CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 


We have made statements in this Annual Report on Form 10-K that constitute “forward-looking 
statements” as that term is defined in the Private Securities Litigation Reform Act of 1995 and other 
federal securities laws. These forward-looking statements concern our operations, economic performance, 
financial condition, goals, beliefs, strategies, objectives, plans and current expectations. The forward- 
looking statements are subject to various known and unknown risks, uncertainties and other factors. When 
we use words such as “believes,” “expects,” “anticipates,” “estimates” or similar expressions, we are 
making forward-looking statements. 
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Although we believe that our forward-looking statements are based on reasonable assumptions, our 
expected results may not be achieved, and actual results may differ materially from our expectations. 
Important factors that could cause actual results to differ from expectations include, among others: 


e changes in customer preferences and demand for our services; 
e changes in the price for our services relative to the cost of providing such services; 


e in the various digital businesses in which we are engaged, capital and technical requirements will be 
beyond our means, markets for our services will be less robust than anticipated, or competition will 
be more intense than anticipated; 


e the cost to comply with current and future legislation or regulation relating to privacy issues; 


e the impact of litigation that may arise in connection with incidents of inadvertent disclosures of 
customers’ confidential information; 


e our ability or inability to complete acquisitions on satisfactory terms and to integrate acquired 
companies efficiently; 


e the cost and availability of financing for contemplated growth; 


e business partners upon whom we depend for technical assistance or management and acquisition 
expertise outside the U.S. will not perform as anticipated; 


e changes in the political and economic environments in the countries in which our international 
subsidiaries operate; and 


e other trends in competitive or economic conditions affecting our financial condition or results of 
operations not presently contemplated. 


Other risks may adversely impact us, as described more fully under “Item 1A. Risk Factors.” 


You should not rely upon forward-looking statements except as statements of our present intentions 
and of our present expectations, which may or may not occur. You should read these cautionary statements 
as being applicable to all forward-looking statements wherever they appear. We undertake no obligation to 
release publicly the result of any revision to these forward-looking statements that may be made to reflect 
events or circumstances after the date hereof or to reflect the occurrence of unanticipated events. Readers 
are also urged to carefully review and consider the various disclosures we have made in this document, as 
well as our other periodic reports filed with the Securities and Exchange Commission (the “Commission” 
or “SEC”). 


il 


PART I 
Item 1. Business. 
A. Development of Business. 


We believe we are the global leader in information protection and storage services. We help 
organizations around the world reduce the costs and risks associated with information protection and 
storage. We offer comprehensive records management and data protection solutions, along with the 
expertise and experience to address complex information challenges such as rising storage costs, litigation, 
regulatory compliance and disaster recovery. Founded in 1951, Iron Mountain is a trusted partner to more 
than 90,000 corporate clients throughout North America, Europe, Latin America and the Pacific Rim. We 
have a diversified customer base comprised of numerous commercial, legal, banking, healthcare, 
accounting, insurance, entertainment and government organizations, including more than 90% of the 
Fortune 1000 and more than 75% of the FTSE 100. 


Our core records management services include: records management program development and 
implementation based on best-practices to help customers comply with specific regulatory requirements; 
implementation of policy-based programs that feature secure, cost-effective storage for all major media, 
including paper, which is the dominant form of records storage, flexible retrieval access and retention 
management; digital archiving services for secure, legally compliant and cost-effective long-term archiving 
of electronic records; secure shredding services that ensure privacy and a secure chain of record custody; 
and specialized services for vital records, film and sound and regulated industries such as healthcare, 
energy and financial services. 


Our data protection services include: disaster preparedness planning support; secure, off-site vaulting 
of data backup media for fast and efficient data recovery in the event of a disaster, human error or virus; 
electronic vaulting to provide managed, online data backup and recovery services for personal computers 
and server data; and intellectual property management services consisting of escrow services to protect and 
manage source code and other proprietary information with a trusted, neutral third party and domain 
name management services. Customers using electronic vaulting for the online backup of personal 
computer and server data can choose our off-site hosted Software as a Service (SaaS) solution or they can 
license the software from us as part of an on-site solution. 


In addition to our core records management and data protection services, we sell storage materials, 
including cardboard boxes and magnetic media, and provide consulting, facilities management, fulfillment 
and other outsourcing services. 


Iron Mountain was founded in 1951 in an underground facility near Hudson, New York. Now in our 
55" year, we have experienced tremendous growth and organizational change, particularly since 
successfully completing the initial public offering of our common stock in February 1996. Since then, we 
have built ourselves from a regional business with limited product offerings and annual revenues of 
$104 million in 1995 into a global enterprise providing a full range of information protection and storage 
services to customers in markets around the world. For the year ended December 31, 2005, we had total 
revenues of $2.1 billion. 


Our growth since 1995 has been accomplished primarily through the acquisition of U.S. and 
international information protection and storage services companies. The goal of our current acquisition 
program is to supplement internal growth by continuing to establish a footprint in targeted international 
markets and adding fold-in acquisitions both in the U.S. and internationally. Having substantially 
completed our North American geographic expansion by the end of 2000, we shifted our focus from 
growth through acquisitions to internal revenue growth. In 2001, as a result of this shift, internal revenue 
growth exceeded growth through acquisitions for the first time since we began our acquisition program in 
1996. This was also the case in 2002, 2003 and 2005. In 2004, revenue growth from acquisitions exceeded 


internal revenue growth due primarily to the acquisition of the records management operations of Hays plc 
(“Hays IMS”) in July 2003. In the absence of unusual acquisition activity, we expect to achieve most of our 
revenue growth internally in 2006 and beyond. We expect to achieve our internal growth through a 
sophisticated sales and account management coverage model designed to drive incremental revenues by 
acquiring new customer relationships and increasing business with new and existing customers by selling 
them our products and services in new geographies and selling new products and services such as secure 
shredding, electronic vaulting and digital archiving. These selling efforts will be augmented and supported 
by an expanded marketing program, which includes product management as a core discipline. 


In December 2005, we completed three important acquisitions that build on our strategy to protect 
and store our customers’ information regardless of format or geography. We made our first move into the 
Asia Pacific region with the acquisition of the Australian and New Zealand operations of Pickfords 
Records Management (“Pickfords”) for approximately $86 million in cash. Pickfords is a leading records 
management company with a national footprint in both Australia and New Zealand. We acquired 
Live Vault Corporation (“LiveVault”), a leading provider of disk-based online server backup and recovery 
solutions, for approximately $36 million. We were already an equity investor in Live Vault at the time of the 
acquisition. Finally, we acquired Secure Destruction Limited (“Secure Destruction”), the largest shredding 
business in the U.K. Secure Destruction, based in London, is our first acquisition of a shredding business 
outside of North America. 


As of December 31, 2005, we provided services to over 90,000 corporate clients in 85 markets in the 
U.S. and 81 markets outside of the U.S., employed over 15,800 people and operated over 900 records 
management facilities in the U.S., Canada, Europe, Latin America and Asia Pacific. 


On May 27, 2005, Iron Mountain Incorporated, a Pennsylvania corporation (“Iron Mountain PA”), 
reincorporated as a Delaware corporation. The reincorporation was effected by means of a statutory 
merger (the “Merger”) of Iron Mountain PA with and into Iron Mountain Incorporated, a Delaware 
corporation (“Iron Mountain DE”), a wholly owned subsidiary of Iron Mountain PA. In connection with 
the Merger, Iron Mountain DE succeeded to and assumed all of the assets and liabilities of Iron Mountain 
PA. Apart from the change in its state of incorporation, the Merger had no effect on Iron Mountain PA’s 
business, board composition, management, employees, fiscal year, assets or liabilities, or location of its 
facilities, and did not result in any relocation of management or other employees. The Merger was 
approved at the Annual Meeting of Stockholders held on May 26, 2005. Upon consummation of the 
Merger, Iron Mountain DE succeeded to Iron Mountain PA’s reporting obligations and continued to be 
listed on the New York Stock Exchange under the symbol IRM. 


B. Description of Business. 
The Information Protection and Storage Services Industry 
Overview 


Companies in the information protection and storage services industry store and manage information 
in a variety of media formats, which can broadly be divided into physical and electronic records, and 
provide a wide range of services related to the records stored. We refer to our general physical records 
storage and management services as records management. We define physical records to include paper 
documents, as well as all other non-electronic media such as microfilm and microfiche, master audio and 
videotapes, film, X-rays and blueprints. Electronic records include various forms of magnetic media such 
as computer tapes and hard drives and optical disks. We include in our electronic records storage and 
management services (1) data protection and (2) digital archiving services. 


Physical Records 


Physical records may be broadly divided into two categories: active and inactive. Active records relate 
to ongoing and recently completed activities or contain information that is frequently referenced. Active 
records are usually stored and managed on-site by the organization that originated them to ensure ready 
availability. Inactive physical records are the principal focus of the information protection and storage 
services industry. Inactive records consist of those records that are not needed for immediate access but 
which must be retained for legal, regulatory and compliance reasons or for occasional reference in support 
of ongoing business operations. A large and growing specialty subset of the physical records market is 
medical records. These are active and semi-active records that are often stored off-site with and serviced by 
an information protection and storage services vendor. Special regulatory requirements often apply to 
medical records. 


Electronic Records 


Electronic records management focuses on the storage of, and related services for, computer media 
that is either a backup copy of recently processed data or archival in nature. Customer needs for data 
backup and recovery and archiving are distinctively different. Backup data exists because of the need of 
many businesses to maintain backup copies of their data in order to be able to recover the data in the event 
of a system failure, casualty loss or other disaster. It is customary (and a best practice) for data processing 
groups to rotate backup tapes to off-site locations on a regular basis and to require multiple copies of such 
information at multiple sites. 


In addition to the physical rotation and storage of backup data, we offer electronic vaulting services as 
an alternative way for businesses to transfer data to us, and to access the data they have stored with us. 
Electronic vaulting is a Web-based service that automatically backs up computer data from remote servers 
or directly from personal computers over the Internet and stores it off site in one of our secure data 
centers. In early 2003, we announced an expansion of the electronic vaulting service to include backup and 
recovery for personal computer data, answering customers’ needs to protect critical business data, which is 
often unprotected on employee laptop and desktop personal computers. In November 2004, we acquired 
Connected Corporation (“Connected”), a market leader in the backup and recovery of this distributed 
data, and in December 2005, we acquired Live Vault, a market leader in the backup and recovery of server 
data. We refer to the physical rotation and storage of backup data and electronic vaulting as data 
protection services. 


There is a growing need for better ways of archiving data for legal, regulatory and compliance reasons 
and for occasional reference in support of ongoing business operations. Historically, businesses have relied 
on backup tapes for storing archived data in electronic format, but this process can be costly and 
ineffective when attempting to search and retrieve the data for litigation or other needs. In addition, many 
industries, such as healthcare and financial services, are facing increased governmental regulation 
mandating the way in which electronic records are stored and managed. To help customers meet these 
growing storage challenges, we introduced digital archiving services. We have experienced increasing 
market adoption of these services, especially for e-mail archiving, which enables businesses to identify and 
retrieve electronic records quickly and cost-effectively, while maintaining regulatory compliance. 


Growth of Market 


We believe that the volume of stored physical and electronic records will continue to increase for a 
number of reasons, including: (1) the rapid growth of inexpensive document producing technologies such 
as facsimile, desktop publishing software and desktop printing; (2) the continued proliferation of data 
processing technologies such as personal computers and networks; (3) regulatory requirements; 

(4) concerns over possible future litigation and the resulting increases in volume and holding periods of 


documentation; (5) the high cost of reviewing records and deciding whether to retain or destroy them; 
(6) the failure of many entities to adopt or follow policies on records destruction; and (7) audit 
requirements to keep backup copies of certain records in off-site locations. 


We believe that paper-based information will continue to grow, not in spite of, but because of, new 
“paperless” technologies such as e-mail and the Internet. These technologies have prompted the creation 
of hard copies of such electronic information and have also led to increased demand for electronic records 
services, such as the storage and off-site rotation of backup copies of magnetic media. In addition, we 
believe that the proliferation of digital information technologies and distributed data networks has created 
a growing need for efficient, cost-effective, high quality solutions for electronic data protection, digital 
archiving and the management of electronic documents. 


Consolidation of a Highly Fragmented Industry 


There was significant consolidation within the highly fragmented information protection and storage 
services industry in North America from 1995 to 2000 and at a slower but continuing pace in recent years. 
Most information protection and storage services companies serve a single local market, and are often 
either owner-operated or ancillary to another business, such as a moving and storage company. We believe 
that the consolidation trend, both in North America and other regions, will continue because of the 
industry’s capital requirements for growth, opportunities for large information protection and storage 
services providers to achieve economies of scale and customer demands for more sophisticated technology- 
based solutions. 


We believe that the consolidation trend in the industry is also due to, and will continue as a result of, 
the preference of certain large organizations to contract with one vendor in multiple cities and countries 
for multiple services. In particular, customers increasingly demand a single, large, sophisticated company 
to handle all of their important physical and electronic records needs. Large national and multinational 
companies are better able to satisfy these demands than smaller competitors. We have made, and intend to 
continue to make, acquisitions of our competitors, many of whom are small, single-city operators. 


Description of Our Business 


We generate our revenues by providing storage for a variety of information media formats, core 
records management services and an expanding menu of complementary products and services to a large 
and diverse customer base. Providing outsourced information protection and storage services is the 
mainstay of our customer relationships and provides the foundation for our revenue growth. The core 
services, which are a vital part of a comprehensive records management program, are highly recurring in 
nature and therefore very predictable. Core services consist primarily of the handling and transportation of 
stored records and information. In our secure shredding business, core services consist primarily of the 
scheduled collection and handling of sensitive records. In 2005, our storage and core service revenues 
represented approximately 86% of our total consolidated revenues. In addition to our core services, we 
offer a wide array of complementary products and services such as performing special project work, selling 
records management services related products, providing fulfillment services and consulting on records 
management issues. These services address more specific needs and are designed to enhance our 
customers’ overall records management programs. These services complement our core services; however, 
they are more episodic and discretionary in nature. Revenue generated by our business records and data 
protection businesses includes both core and complementary components. 


Our various operating segments offer the products and services discussed below. In general, our 
business records management segment offers records management, secure shredding, healthcare 
information services, vital records services, and service and courier operations in the U.S. and Canada. Our 
data protection segment offers data backup and disaster recovery services, including online backup and 


recovery solutions for remote server data, vital records services, service and courier operations, and 
intellectual property management services in the U.S. Our international segment offers elements of all our 
product and services lines outside the U.S. and Canada. Our corporate and other segment includes our 
fulfillment, consulting and certain digital services, including digital archiving services and online backup 
and recovery solutions for personal computers. Some of our complementary services and products are 
offered within all of our segments. The amount of revenues derived from our business records 
management, data protection, international, and corporate and other operating segments and other 
relevant data, including financial information about geographic areas, for fiscal years 2003, 2004 and 2005 
are set forth in Note 10 to Notes to Consolidated Financial Statements. 


Business Records Management 


The hard copy business records stored by our customers with us by their nature are not very active. 
These types of records are stored in cartons packed by the customer. We use a proprietary order 
processing and inventory management system known as the SafekeeperPLUS® system to efficiently store 
and later retrieve a customer’s cartons. Storage charges are generally billed monthly on a per storage unit 
basis, usually either per carton or per cubic foot of records, and include the provision of space, racking, 
computerized inventory and activity tracking and physical security. 


Data Protection 


Data protection services consist of the storage and rotation of backup computer media as part of 
corporate disaster recovery and business continuity plans. Computer tapes, cartridges and disk packs are 
transported off-site by our courier operations on a scheduled basis to secure, climate-controlled facilities, 
where they are available to customers 24 hours a day, 365 days a year, to facilitate data recovery in the 
event of a disaster. We use various proprietary information technology systems such as MediaLink™ and 
SecureBase™ software to manage this process. We also manage tape library relocations and support 
disaster recovery testing and execution. In addition, we offer electronic vaulting services as part of our data 
protection services product line. Our electronic vaulting service automatically backs up personal computers 
and server data over the Internet and stores it off site in one of our secure data centers which are always 
available in the event of a disaster. 


Healthcare Information Services 


Healthcare information services principally include the handling, storage, filing, processing and 
retrieval of medical records used by hospitals, private practitioners and other medical institutions. Medical 
records tend to be more active in nature and are typically stored on specialized open shelving systems that 
provide easier access to individual files. Healthcare information services also include recurring project 
work and ancillary services. Recurring project work involves the on-site removal of aged patient files and 
related computerized file indexing. Ancillary healthcare information services include release of 
information (medical record copying), temporary staffing, contract coding, facilities management and 
imaging. 


Vital Records Services 


Vital records contain critical or irreplaceable data such as master audio and video recordings, film and 
other highly proprietary information. Vital records may require special facilities or services, either because 
of the data they contain or the media on which they are recorded. Our charges for providing enhanced 
security and special climate-controlled environments for vital records are higher than for typical storage 
services. We provide the same ancillary services for vital records as we provide for our other storage 
operations. 


Service and Courier Operations 


Service and courier operations are an integral part of a comprehensive records management program 
for all physical media including paper and electronic records. They include adding records to storage, 
temporary removal of records from storage, refiling of removed records, permanent withdrawals from 
storage, and destruction of records. Service charges are generally assessed for each procedure on a per unit 
basis. The SafekeeperPLUS® system controls the service processes from order entry through transportation 
and invoicing for business records management while the MediaLink™ and SecureBase™ systems manage 
the process for the data protection services business. 


Courier operations consist primarily of the pickup and delivery of records upon customer request. 
Charges for courier services are based on urgency of delivery, volume and location and are billed monthly. 
As of December 31, 2005, we were utilizing a fleet of approximately 3,100 owned or leased vehicles. 


Secure Shredding 


Secure shredding is a natural extension of our records management services, completing the life cycle 
of a record, and involves the shredding of sensitive documents for corporate customers that, in many cases, 
also use our services for management of less sensitive archival records. These services typically include the 
scheduled pick-up of loose office records which customers accumulate in specially designed secure 
containers we provide. We believe that customers are motivated by increased privacy regulations, such as 
the Fair and Accurate Credit Transaction Act (“FACTA”) and the desire to protect their proprietary trade 
secrets. FACTA lists secure shredding as a preferred method of destroying personal data that exists in 
many of the hard copy records that are produced today. Complementary to our shredding operations is the 
sale of the resultant waste paper to third-party recyclers. Through a combination of plant-based shredding 
operations and mobile shredding units comprised of custom built trucks, we are able to offer secure 
shredding services to our customers in all of our existing business records management markets throughout 
the U.S. and Canada. In December 2005, we acquired Secure Destruction, the largest provider of secure 
shredding services in the U.K. 


We seek to expand our presence in this business through acquisitions and internal start-ups that 
leverage our existing records management infrastructure. 


Intellectual Property Management Services 


We provide intellectual property management services through our wholly-owned subsidiary, Iron 
Mountain Intellectual Property Management, Inc. (“IPM”). IPM specializes in third party technology 
escrow services that protect intellectual property assets such as software source code. In addition, IPM 
assists in securing intellectual property as collateral for lending, investments and joint ventures, in 
managing domain name registrations and transfers, and in providing expertise and assistance to brokers 
and dealers in complying with electronic records regulations of the SEC. 


Digital Archiving Services 


Our digital archiving services focus on archiving digital information with long-term preservation 
requirements. These services represent the digital analogy to our physical records management services. 
Because of increased litigation risks and regulatory mandates, companies are increasingly aware of the 
need to apply the same records management policies and retention schedules to electronic data as they do 
physical records. Typical digital records include e-mail, e-statements, images, electronic documents 
retained for legal or compliance purposes and other data documenting business transactions. 


The growth rate of mission-critical digital information is accelerating, driven in part by the use of the 
Internet as a distribution and transaction medium. The rising cost and increasing importance of digital 


information management, coupled with the increasing availability of telecommunications bandwidth at 
lower costs, may create meaningful opportunities for us. We continue to cultivate marketing and 
technology partnerships to support this anticipated growth. 


We believe the issues encountered by customers trying to manage their electronic records are similar 
to the ones they face in their business records management programs and consist primarily of: (1) storage 
capacity and the preservation of data; (2) access to and control over the data in a secure environment; and 
(3) the need to retain electronic records due to regulatory compliance or for litigation support. Our digital 
archiving service is representative of our commitment to address evolving records management needs and 
expand the array of services we offer. 


Complementary Services and Products 


We offer a variety of additional services which customers may request or contract for on an individual 
basis. These services include conducting records inventories, packing records into cartons or other 
containers, and creating computerized indices of files and individual documents. We also provide services 
for the management of active records programs. We can provide these services, which generally include 
document and file processing and storage, both off-site at our own facilities and by supplying our own 
personnel to perform management functions on-site at the customer’s premises. 


Other complementary lines of business that we operate include fulfillment services and professional 
consulting services. Fulfillment services are performed by our wholly-owned subsidiary, COMAC, Inc. 
(““COMAC”). COMAC stores customer marketing literature and delivers this material to sales offices, 
trade shows and prospective customers’ sites based on current and prospective customer orders. In 
addition, COMAC assembles custom marketing packages and orders, and manages and provides detailed 
reporting on customer marketing literature inventories. 


We provide professional consulting services to customers, enabling them to develop and implement 
comprehensive records and information management programs. Our consulting business draws on our 
experience in information protection and storage services to analyze the practices of companies and assist 
them in creating more effective programs of records and information management. Our consultants work 
with these customers to develop policies for document review, analysis and evaluation and for scheduling 
of document retention and destruction. 


We sell software licenses to our electronic vaulting customers who prefer an on-site solution for the 
online backup and recovery of server and personal computer data. We also sell: (1) a full line of specially 
designed corrugated cardboard, metal and plastic storage containers; (2) magnetic media products 
including computer tapes, cartridges and drives, tape cleaners and supplies and CDs; and (3) computer 
room equipment and supplies such as racking systems and furniture. 


Financial Characteristics of Our Business 


Our financial model is based on the recurring nature of our revenues. The historical predictability of 
this revenue stream and the resulting operating income before depreciation and amortization (“OIBDA”)' 
allow us to operate with a high degree of financial leverage. Our primary financial goal has always been, 
and continues to be, to increase consolidated OIBDA in relation to capital invested, even as our focus has 


1 Fora more detailed definition and reconciliation of OIBDA and a discussion of why we believe this 
measure provides relevant and useful information to our current and potential investors, see Item 7. 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Non- 
GAAP Measures.” 


shifted from growth through acquisitions to internal revenue growth. Our business has the following 
financial characteristics: 


e Recurring Revenues. We derive a majority of our consolidated revenues from fixed periodic, usually 
monthly, fees charged to customers based on the volume of records stored. Our quarterly revenues 


from these fixed periodic storage fees have grown for 68 consecutive quarters. Once a customer 
places physical records in storage with us and until those records are destroyed or permanently 


removed, for which we typically receive a service fee, we receive recurring payments for storage fees 


without incurring additional labor or marketing expenses or significant capital costs. Similarly, 


contracts for the storage of electronic backup media consist primarily of fixed monthly payments. In 
each of the last five years, storage revenues, which are stable and recurring, have accounted for over 
56% of our total consolidated revenues. This stable and growing storage revenue base also provides 


the foundation for increases in service revenues and OIBDA. 


e Historically Non-Cyclical Storage Business. We have not experienced any significant reductions in 
our storage business as a result of past general economic downturns, although we can give no 


assurance that this would be the case in the future. We believe that companies that have outsourced 
records management services are less likely during economic downturns to incur the move-out costs 
and other expenses associated with switching vendors or moving their records management services 
programs in-house. However, during the most recent economic slowdown, the rate at which some 
customers added new cartons to their inventory was below historical levels. The net effect of these 
factors was the continued growth of our storage revenue base, albeit at a lower rate. For each of the 
three years 2003 through 2005, total net volume growth in North America has ranged between 6% 


and 7%. 


e Inherent Growth from Existing Physical Records Customers. Our physical records customers have on 


average generated additional cartons at a faster rate than stored cartons have been destroyed or 
permanently removed. We estimate that inherent growth from existing customers represents 


approximately half of total net volume growth in North America. We believe the consistent growth 
of our physical records storage revenues is the result of a number of factors, including: (1) the trend 


toward increased records retention; (2) customer satisfaction with our services; and (3) the costs 
and inconvenience of moving storage operations in-house or to another provider of information 
protection and storage services. 


e Diversified and Stable Customer Base. As of December 31, 2005, we had over 90,000 corporate 
clients in a variety of industries. We currently provide services to numerous commercial, legal, 


banking, healthcare, accounting, insurance, entertainment and government organizations, including 
more than 90% of the Fortune 1000 and 75% of the FTSE 100. No customer accounted for more 
than 2% of our consolidated revenues for the years ended December 31, 2003, 2004 and 2005. For 


each of the three years 2003 through 2005, the average volume reduction due to customers 
terminating their relationship with us was less than 2%. 


e Capital Expenditures Related Primarily to Growth. Our information protection and storage business 
requires limited annual capital expenditures made in order to maintain our current revenue stream. 


For the years 2003 through 2005, over 85% of our aggregate capital expenditures were growth- 
related investments, primarily in storage systems, which include racking, building and leasehold 
improvements, computer systems hardware and software, and buildings. These growth-related 
capital expenditures are primarily discretionary and create additional capacity for increases in 
revenues and OIBDA. In addition, since shifting our focus from growth through acquisitions to 


internal revenue growth, our capital expenditures, made primarily to support our internal revenue 
growth, have exceeded the aggregate acquisition consideration we conveyed in both 2001 and 2002. 


Although this was not the case in 2003 due to the acquisition of Hays IMS and in 2004 due to the 


acquisition of Connected and the 49.9% equity interest held by Mentmore plc (“Mentmore”) in 
Iron Mountain Europe Limited (“IME”), it was the case in 2005 and we expect this trend to 
continue in the future absent unusual acquisition activity. 


Growth Strategy 


Our objective is to maintain a leadership position in information protection and storage services 
around the world. In the U.S. and Canada, we seek to be one of the largest information protection and 
storage services providers in each of our geographic markets. Internationally, our objectives are to 
continue to capitalize on our expertise in the information protection and storage services industry and to 
make additional acquisitions and investments in selected international markets. Our primary avenues of 
growth are: (1) increased business with existing customers; (2) the addition of new customers; (3) the 
introduction of new products and services such as secure shredding, electronic vaulting and digital 
archiving; and (4) selective acquisitions in new and existing markets. 


Growth from Existing Customers 


Our existing customers storing physical records contribute to storage and storage-related service 
revenues growth because on average they generate additional cartons at a faster rate than old cartons are 
destroyed or permanently removed. In order to maximize growth opportunities from existing customers, 
we seek to maintain high levels of customer retention by providing premium customer service through our 
local account management staff. 


Our sales coverage model is designed to identify and capitalize on incremental revenue opportunities 
by reallocating our sales resources based on a more sophisticated segmentation of our customer base and 
selling additional business records management and data protection services within our existing customer 
relationships. We also seek to leverage existing business relationships with our customers by selling 
complementary services and products. Services include records tracking, indexing, customized reporting, 
vital records management and consulting services. 


Addition of New Customers 


Our sales forces are dedicated to three primary objectives: (1) establishing new customer account 
relationships, (2) generating additional revenue from existing customers and (3) expanding new and 
existing customer relationships by effectively selling a wide array of complementary services and products. 
In order to accomplish these objectives, our sales forces draw on our U.S. and international marketing 
organizations and senior management. We have a sales force of over 700 professionals as of December 31, 
2005. 


Introduction of New Products and Services 


We continue to expand our menu of products and services. We have established a national presence in 
the U.S. and Canadian secure shredding industry and offer new electronic vaulting and digital archiving 
services. These new products and services allow us to further penetrate our existing customer accounts and 
attract new customers in previously untapped markets. 


Growth through Acquisitions 


Our acquisition strategy includes expanding geographically, as necessary, and increasing our presence 
and scale within existing markets through “fold-in” acquisitions. We have a successful record of acquiring 
and integrating information protection and storage services companies. Between January 1, 1996 and 
December 31, 2000, the height of our acquisition activity, we completed 78 acquisitions in North America, 
Europe and Latin America for total consideration of approximately $1.1 billion, including approximately 


$1 billion associated with our merger with Pierce Leahy Corp. (“Pierce Leahy”) in February 2000. During 
that period, we substantially completed our geographic expansion in North America and began to expand 
in Europe and Latin America. 


Between January 1, 2001 and December 31, 2005, we completed an additional 85 acquisitions for total 
consideration of approximately $1.1 billion, primarily in the information protection and storage services 
industry in North America, Europe, Latin America and Asia Pacific and the secure shredding industry in 
North America and U.K. The major transactions during this period are as follows: 


Ghandasand 

Acquisition Completion Year _(in millions) Primary Location Primary Business 
Hays: IMS... i.5:54% siveseeds oa July 2003 $333.0 USS. and U.K. Business Records Management 
IME (Minority Partner Buy- 

Out of Mentmore) ....... February 2004 $154.0 Europe Business Records Management 
CONNECIEM s.:.c6 setae ra cose se November 2004 $109.3 US. Electronic Vaulting 
PickfOrdS'.s06 ois sidecases de December 2005 $ 86.3 Australia and Business Records Management 

New Zealand 

LiveVault........5..0.0005 December 2005 $ 35.8 US. Electronic Vaulting 


Acquisitions in the U.S. and Canada 


We intend to continue our acquisition program in the U.S. and Canada focusing on the secure 
shredding industry, expanding geographically, as necessary and building scale in some of our smaller 
markets through “fold-in” acquisitions. However, given the small number of large acquisition prospects 
and our increased revenue base, future acquisitions are expected to be less significant to overall U.S. and 
Canadian revenue growth. 


International Growth Strategy 


We also intend to continue to make acquisitions and investments in information protection and 
storage services businesses outside the U.S. and Canada. We have acquired and invested in, and seek to 
acquire and invest in, information protection and storage services companies in countries, and, more 
specifically, markets within such countries, where we believe there is sufficient demand from existing 
multinational customers or the potential for significant growth. Since beginning our international 
expansion program in January 1999, we have directly and through joint ventures, expanded our operations 
into 24 countries in Europe, Latin America and Asia Pacific. These transactions have taken, and may 
continue to take, the form of acquisitions of the entire business or controlling or minority investments, with 
a long-term goal of full ownership. In addition to the criteria we use to evaluate U.S. and Canadian 
acquisition candidates, we also evaluate the presence in the potential market of our existing customers as 
well as the risks uniquely associated with an international investment, including those risks described 
below. 


The experience, depth and strength of local management are particularly important in our 
international acquisition strategy. As a result, we have formed joint ventures with, or acquired significant 
interests in, target businesses throughout Europe and Latin America. We began our international 
expansion by acquiring a 50.1% controlling interest in each of our IME, Iron Mountain South 
America, Ltd. (““IMSA”) and Sistemas de Archivo Corporativo (a Mexican limited liability company) 
subsidiaries. IMSA has in some cases bought controlling, yet not full, ownership in local businesses in 
order to enhance our local market expertise. We believe this strategy, rather than an outright acquisition, 
may, in certain markets, better position us to expand the existing business. The local partner benefits from 
our expertise in the information protection and storage services industry, our access to capital and our 
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technology, and we benefit from our local partner’s knowledge of the market, relationships with customers 
and their presence in the community. 


Our long-term goal is to acquire full ownership of each such business. To that end, in February 2004 
we acquired the 49.9% equity interest held by Mentmore in IME and in January 2005 we acquired the 
49.9% equity interest in IMSA held by Compass Capital Fund L.P. In addition, we have bought out 
partnership interests, in whole or in part, in Chile, Mexico, Eastern Europe and the Netherlands. As a 
result of these transactions we own more than 98% of our international operations as a percentage of 
consolidated revenues. 


Our international investments are subject to risks and uncertainties relating to the indigenous 
political, social, regulatory, tax and economic structures of other countries, as well as fluctuations in 
currency valuation, exchange controls, expropriation and governmental policies limiting returns to foreign 
investors. 


The amount of our revenues derived from international operations and other relevant financial data 
for fiscal years 2003, 2004 and 2005 are set forth in Note 10 to Notes to Consolidated Financial Statements. 
For the years ended December 31, 2003, 2004 and 2005, we derived approximately 19%, 27% and 28%, 
respectively, of our total revenues from outside of the U.S. As of December 31, 2003, 2004 and 2005, we 
have long-lived assets of approximately 27%, 31% and 31%, respectively, from outside of the U.S. 


Customers 


Our customer base is diversified in terms of revenues and industry concentration. As of December 31, 
2005, we had over 90,000 corporate clients in a variety of industries. We currently provide services to 
numerous commercial, legal, banking, healthcare, accounting, insurance, entertainment and government 
organizations, including more than 90% of the Fortune 1000 and more than 75% of the FTSE 100. No 
customer accounted for more than 2% of our consolidated revenues for the years ended December 31, 
2003, 2004 and 2005. 


Competition 


We compete with our current and potential customers’ internal information protection and storage 
services capabilities. We can provide no assurance that these organizations will begin or continue to use an 
outside company such as Iron Mountain for their future information protection and storage services. 


We compete with multiple information protection and storage services providers in all geographic 
areas where we operate. We believe that competition for customers is based on price, reputation for 
reliability, quality of service and scope and scale of technology and that we generally compete effectively 
based on these factors. 


We also compete with other information protection and storage services providers for companies to 
acquire. Some of our competitors may possess substantial financial and other resources. If any such 
competitor were to devote additional resources to the information protection and storage services business 
and such acquisition candidates or focus their strategy on our markets, our results of operations could be 
adversely affected. 
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Alternative Technologies 


We derive most of our revenues from the storage of paper documents and storage-related services. 
This storage requires significant physical space. Alternative storage technologies exist, many of which 
require significantly less space than paper documents. These technologies include computer media, 
microform, CD-ROM and optical disk. To date, none of these technologies has replaced paper documents 
as the principal means for storing information. However, we can provide no assurance that our customers 
will continue to store most of their records in paper documents format. We continue to invest in additional 
services such as electronic vaulting and digital archiving, designed to address our customers’ need for 
efficient, cost-effective, high quality solutions for electronic records and information management. 


Employees 


As of December 31, 2005, we employed over 9,900 employees in the U.S. and over 5,900 employees 
outside of the U.S. At December 31, 2005, an aggregate of 598 employees were represented by unions in 
California, Georgia and New Jersey and two cities in Canada. 


All non-union employees are generally eligible to participate in our benefit programs, which include 
medical, dental, life, short and long-term disability, retirement/401(k) and accidental death and 
dismemberment plans. Unionized employees receive these types of benefits through their unions. In 
addition to base compensation and other usual benefits, all full-time employees participate in some form 
of incentive-based compensation program that provides payments based on revenues, profits, collections or 
attainment of specified objectives for the unit in which they work. Management believes that we have good 
relationships with our employees and unions. 


Insurance 


For strategic risk transfer purposes, we maintain a comprehensive insurance program with insurers 
that we believe to be reputable and that have adequate capitalization in amounts that we believe to be 
appropriate. Property insurance is purchased on an all-risk basis, including flood and earthquake, subject 
to certain policy conditions, sublimits and deductibles, and inclusive of the replacement cost of real and 
personal property, including leasehold improvements, business income loss and extra expense. Separate 
excess policies for insurer defined Critical Earthquake Zone exposures are maintained at what we believe 
to be appropriate limits and deductibles for that exposure. Included among other types of insurance that 
we carry are: workers compensation, general liability, umbrella, automobile, professional, warehouse legal 
and directors and officers liability policies, subject to certain policy conditions, sublimits and deductibles. 
In 2002, we established a wholly-owned Vermont domiciled captive insurance company as a subsidiary; 
through the subsidiary we retain and reinsure a portion of our property loss exposure. 


Our standard form of storage contract sets forth an agreed maximum valuation for each carton or 
other storage unit held by us, which serves as a limitation of liability for loss or damage, as permitted under 
the Uniform Commercial Code. In contracts containing such limits, such values are nominal, and we 
believe that in typical circumstances our liability would be so limited in the event of loss or damage to 
stored items for which we may be held liable. Outside the U.S., most of our contracts have similar limited 
valuation and liability provisions that we believe are in accordance with local business customs and 
statutes. However, some of our agreements with large volume accounts and some of the contracts assumed 
in our acquisitions contain no such limits or contain higher limits or supplemental insurance arrangements. 


Environmental Matters 


Some of our current and formerly owned or leased properties were previously used by entities other 
than us for industrial or other purposes that involved the use, storage, generation and/or disposal of 
hazardous substances and wastes, including petroleum products. In some instances these properties 
included the operation of underground storage tanks or the presence of asbestos-containing materials. 
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Although we have from time to time conducted limited environmental investigations and remedial 
activities at some of our former and current facilities, we have not undertaken an in-depth environmental 
review of all of our properties. We therefore may be potentially liable for environmental costs and may be 
unable to sell, rent, mortgage or use contaminated real estate owned or leased by us. Under various 
federal, state and local environmental laws, we may be potentially liable for environmental compliance and 
remediation costs to address contamination, if any, located at owned and operated properties as well as 
damages arising from such contamination, whether or not we know of, or were responsible for, the 
contamination, or the contamination occurred while we owned or leased the property. Environmental 
conditions for which we might be liable may also exist at properties that we may acquire in the future. In 
addition, future regulatory action and environmental laws may impose costs for environmental compliance 
that do not exist today. 


We transfer a portion of our risk of financial loss due to currently undetected environmental matters 
by purchasing an environmental impairment liability insurance policy, which covers all owned and leased 
locations. Coverage is provided for both liability and remediation costs. 


Internet Website 


Our Internet address is www.ironmountain.com. Under the “Investor Relations” category on our 
Internet website, we make available through a hyperlink to a third party website, free of charge, our 
Annual Report on Form 10-K, our Quarterly Reports on Form 10-Q, our Current Reports on Form 8-K 
and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934 (the “Exchange Act’) as soon as reasonably practicable after such forms are filed 
with or furnished to the SEC. We are not including the information contained on or available through our 
website as a part of, or incorporating such information by reference into, this Annual Report. Copies of 
our corporate governance guidelines, code of ethics and the charters of our audit, compensation, and 
nominating and governance committees may be obtained free of charge by writing to our Secretary, Iron 
Mountain Incorporated, 745 Atlantic Avenue, Boston, Massachusetts, 02111 and are available on our 
website www.ironmountain.com under the heading “Corporate Governance”. 


Item 1A. Risk Factors. 


Our business faces many risks. If any of the events or circumstances described in the following risks 
actually occur, our business, financial condition or results of operations could suffer and the trading price 
of our debt or equity securities could decline. Our investors and prospective investors should consider the 
following risks and the information contained under the heading “Cautionary Note Regarding Forward- 
Looking Statements” before deciding to invest in our securities. 


Operational Risks 
We face competition for customers. 


We compete with our current and potential customers’ internal information protection and storage 
services capabilities. These organizations may not begin or continue to use an outside company, such as 
our company, for their future information protection and storage services needs or may not use us to 
provide these services. We also compete with multiple information protection and storage services 
providers in all geographic areas where we operate. 


We may be impacted by current or future privacy regulations. 


Many new state and federal laws and regulations are being contemplated and enacted relative to 
privacy issues in general and the care and handling of personal information in particular. We can provide 
no assurance that these new laws and regulations will not have a material adverse impact on our financial 
position or our results of operations. 
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We may not be able to effectively expand our digital businesses. 


We have implemented our planned expansion into various digital businesses. Our entrance into these 
markets poses certain unique risks. For example, we may be unable to: 


e raise the amount of capital necessary to effectively participate in these businesses; 
e develop, hire or otherwise obtain the necessary technical expertise; 
e accurately predict the size of the markets for any of these services; or 


¢ compete effectively against other companies that possess greater technical expertise, capital or 
other necessary resources. 


In addition, the digital solutions we offer may not gain or retain market acceptance, or business 
partners upon whom we depend for technical and management expertise, as well as the hardware and 
software products we need to complement our services, may not perform as expected. 


Our customers may shift from paper storage to alternative technologies that require less physical space. 


We derive most of our revenues from the storage of paper documents and storage related services. 
This storage requires significant physical space. Alternative storage technologies exist, many of which 
require significantly less space than paper documents. These technologies include computer media, 
microform, CD-ROM and optical disk. However, we can provide no assurance that our customers will 
continue to store most of their records in paper documents format. A significant shift by our customers to 
storage of data through non-paper based technologies, whether now existing or developed in the future, 
could adversely affect our business. 


We may be subject to certain costs and potential liabilities associated with the real estate required for our 
businesses. 


Because our businesses are heavily dependent on real estate, we face special risks attributable to the 
real estate we own or lease. Such risks include: 


e variable occupancy costs and difficulty locating suitable sites due to fluctuations in the real estate 
market; 


e uninsured losses or damage to our storage facilities due to an inability to obtain full coverage on a 
cost-effective basis for some casualties, such as earthquakes, or any coverage for certain losses, such 
as losses from riots or terrorist activities; 


e loss of our investment in, and anticipated profits and cash flow from, damaged property that is 
uninsured; and 


e liability under various federal, state and local environmental laws for the costs of investigation and 
cleanup of contaminated real estate owned or leased by us, whether or not we know of, or were 
responsible for, the contamination, or the contamination occurred while we owned or leased the 
property. 

Some of our current and formerly owned or operated properties were previously used by entities other 
than us for industrial or other purposes that involved the use, storage, generation and/or disposal of 
hazardous substances and wastes, including petroleum products. In some instances these properties 
included the operation of underground storage tanks or the presence of asbestos-containing materials. 
Although we have from time to time conducted limited environmental investigations and remedial 
activities at some of our former and current facilities, we have not undertaken an in-depth environmental 
review of all of our properties. We therefore may be potentially liable for environmental costs like those 
discussed above and may be unable to sell, rent, mortgage or use contaminated real estate owned or leased 
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by us. Environmental conditions for which we might be liable may also exist at properties that we may 
acquire in the future. In addition, future regulatory action and environmental laws may impose costs for 
environmental compliance that do not exist today. 


International operations may pose unique risks. 


As of December 31, 2005, we provided services in 81 markets outside the U.S. As part of our growth 
strategy, we expect to continue to acquire information protection and storage services businesses in foreign 
markets. International operations are subject to numerous risks, including: 


e the impact of foreign government regulations; 
e the volatility of certain foreign economies in which we operate; 
e political uncertainties; 


e the risk that the business partners upon whom we depend for technical assistance or management 
and acquisition expertise outside of the U.S. will not perform as expected; 


e differences in business practices; and 
e foreign currency fluctuations. 


In particular, our net income can be significantly affected by fluctuations in currencies associated with 
certain intercompany balances among our U.S. entities and our foreign subsidiaries and our U.K. entity 
and subsidiaries on the European continent. 


Risks Relating to Our Common Stock 
No Intention to Pay Dividends 


We have never declared or paid cash dividends on our capital stock. We intend to retain future 
earnings for use in our business and do not anticipate declaring or paying any cash dividends on shares of 
common stock in the foreseeable future. The terms of our credit agreement and our indentures contain 
provisions permitting the payment of cash dividends and stock repurchases subject to certain limitations. 


Risks Relating to Our Indebtedness 


Our substantial indebtedness could adversely affect our financial health and prevent us from fulfilling our 
obligations under our various indebtedness. 


We have a significant amount of indebtedness. The following table shows important credit statistics as 
of December 31, 2005: 


At December 31, 2005 
(Dollars in millions) 


Total long-term debt.......... 0... c cece eee eee eee eee $2,529.4 
Stockholdets” 6quity «2. :.0..c¢0.04 b0sc ets dnt hens boca hens head be $1,370.1 
Debt toequity tatiOn. caccinecceds voor dedidsdescdecedsaooeees 1.85x 


Our substantial indebtedness could have important consequences to you. Our indebtedness may 
increase as we continue to borrow under existing and future credit arrangements in order to finance future 
acquisitions and for general corporate purposes, which would increase the associated risks. These risks 
include: 


e inability to satisfy our obligations with respect to our various indebtedness; 


e inability to adjust to adverse economic conditions; 
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e inability to fund future working capital, capital expenditures, acquisitions and other general 
corporate requirements, including possible required repurchases of our various indebtedness; 


e limits on our flexibility in planning for, or reacting to, changes in our business and the information 
protection and storage services industry; 


e limits on future borrowings under our existing or future credit arrangements, which could affect our 
ability to pay our indebtedness or to fund our other liquidity needs; 


e inability to generate sufficient funds to cover required interest payments; and 


e restrictions on our ability to refinance our indebtedness on commercially reasonable terms. 


Restrictive loan covenants may limit our ability to pursue our growth strategy. 


Our credit facility and our indentures contain covenants restricting or limiting our ability to, among 
other things: 


e incur additional indebtedness; 

e pay dividends or make other restricted payments; 
e make asset dispositions; 

e create or permit liens; and 

e make capital expenditures and other investments. 


These restrictions may adversely affect our ability to pursue our acquisition and other growth 
strategies. 


We may not have the ability to raise the funds necessary to finance the repurchase of outstanding senior 
subordinated indebtedness upon a change of control event as required by our indentures. 


Upon the occurrence of a change of control, we will be required to offer to repurchase all outstanding 
senior subordinated indebtedness. However, it is possible that we will not have sufficient funds at the time 
of the change of control to make the required repurchase of the notes or that restrictions in our revolving 
credit facility will not allow such repurchases. In addition, certain important corporate events, such as 
leveraged recapitalizations that would increase the level of our indebtedness, would not constitute a 
“change of control” under our indentures. 


Since Iron Mountain is a holding company, our ability to make payments on our various indebtedness depends 
in part on the operations of our subsidiaries. 


Iron Mountain is a holding company, and substantially all of our assets consist of the stock of our 
subsidiaries and substantially all of our operations are conducted by our direct and indirect wholly owned 
subsidiaries. As a result, our ability to make payments on our various indebtedness will be dependent upon 
the receipt of sufficient funds from our subsidiaries. However, our various indebtedness is guaranteed, on a 
joint and several and full and unconditional basis, by most, but not all, of our direct and indirect wholly 
owned U.S. subsidiaries. 


Acquisition and International Expansion Risks 


Failure to successfully integrate acquired operations could reduce our future results of operations. 


The success of any acquisition depends in part on our ability to integrate the acquired company. The 
process of integrating acquired businesses may involve unforeseen difficulties and may require a 
disproportionate amount of our management’s attention and our financial and other resources. We can 
give no assurance that we will ultimately be able to effectively integrate and manage the operations of any 
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acquired business. Nor can we assure you that we will be able to maintain or improve the historical 
financial performance of Iron Mountain or our acquisitions. The failure to successfully integrate these 
cultures, operating systems, procedures and information technologies could have a material adverse effect 
on our results of operations. 


We may be unable to continue our international expansion. 


Our growth strategy involves expanding operations into international markets, and we expect to 
continue this expansion. Europe and Latin America have been our primary areas of focus for international 
expansion and we recently began our expansion into the Asia Pacific region. We have entered into joint 
ventures and have acquired all or a majority of the equity in information protection and storage services 
businesses operating in these areas and are actively pursuing additional opportunities. This growth strategy 
involves risks. We may be unable to pursue this strategy in the future. For example, we may be unable to: 


e identify suitable companies to acquire; 
¢ complete acquisitions on satisfactory terms; 


e incur additional debt necessary to acquire suitable companies if we are unable to pay the purchase 
price out of working capital, common stock or other equity securities; or 


e enter into successful business arrangements for technical assistance or management and acquisition 
expertise outside of the U.S. 


We also compete with other information protection and storage services providers for companies to 
acquire. Some of our competitors may possess greater financial and other resources than we do. If any such 
competitor were to devote additional resources to such acquisition candidates or focus its strategy on our 
international markets, our results of operations could be adversely affected. 


Item 1B. Unresolved Staff Comments. 
None. 


Item 2. Properties. 

As of December 31, 2005, we conducted operations through 708 leased facilities and 208 facilities that 
we own. Our facilities are divided among our reportable segments as follows: Business Records 
Management (555), Data Protection (67), International (276) and Corporate and Other (18). These 
facilities contain a total of 56.3 million square feet of space. Facility rent expense was $134.4 million and 
$153.1 million for the years ended December 31, 2004 and 2005, respectively. The leased facilities typically 
have initial lease terms of ten to fifteen years with one or more five year options to extend. In addition, 
some of the leases contain either a purchase option or a right of first refusal upon the sale of the property. 
Our facilities are located throughout North America, Europe, Latin America and Asia Pacific, with the 
largest number of facilities in California, Florida, Illinois, New Jersey, Texas, Canada and the U.K. We 
believe that the space available in our facilities is adequate to meet our current needs, although future 
growth may require that we acquire additional real property either by leasing or purchasing. See Note 11 to 
Notes to Consolidated Financial Statements for information regarding our minimum annual rental 
commitments. 


Item 3. Legal Proceedings. 


We are involved in litigation from time to time in the ordinary course of business with a portion of the 
defense and/or settlement costs being covered by various commercial liability insurance policies purchased 
by us. In the opinion of management, no material legal proceedings are pending to which we, or any of our 
properties, are subject. 


Item 4. Submission of Matters to a Vote of Security Holders. 


There were no matters submitted to a vote of security holders of Iron Mountain during the fourth 
quarter of the fiscal year ended December 31, 2005. 
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PART II 


Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases 
of Equity Securities. 


Our common stock is traded on the New York Stock Exchange, or NYSE, under the symbol “IRM.” 
On May 27, 2004, our board authorized and approved a three-for-two stock split effected in the form of a 
dividend on our common stock. We issued the additional shares of common stock resulting from this stock 
dividend on June 30, 2004 to all stockholders of record as of the close of business on June 15, 2004. 


The following table sets forth the high and low sale prices on the NYSE, for the years 2004 and 2005, 
giving effect to such stock split: 


Sale Prices 


“High Low | 

2004 
BirstOU ater 44. aecesct aecrare gccns waee eae asec eceae get aeons aureaae $30.75 $25.83 
peveYer0).8 (6 [x @.]0 Fc et esa ean ae a 32.77 27.95 
By oT eb @® ) 1210) ca ra tr om Pr oe 33.94 30.21 
Fourth Qarter..2.6.06 ik kek a a ee 35.09 28.80 

2005 
First OU arte nnd ct at ciate asancat sean at soon aia aes $32.00 $26.66 
Second Quarters ss 2cchsstattien sad sstea tines aseastis aun 31,21 27.26 
Tite Quartet is.csc cee cine cna die Be desl aie Sie Gadd ea Sk eae woe bee adel Seb 37.76 30.19 
BOUT th Qu atte fave ste trees fete atten cecars cates eee ae eet 45.09 34.20 


The closing price of our common stock on the NYSE on March 3, 2006 was $41.79. As of March 3, 
2006, there were 594 holders of record of our common stock. We believe that there are more than 28,000 
beneficial owners of our common stock. 


The only dividends we have paid on our common stock during the last two years was the stock 
dividend paid in connection with the stock split referenced above. Our Board currently intends to retain 
future earnings, if any, for the development of our business and does not anticipate paying cash dividends 
on our common stock in the foreseeable future. Any determinations by our Board to pay cash dividends on 
our common stock in the future will be based primarily upon our financial condition, results of operations 
and business requirements. Our Amended and Restated Credit Agreement dated July 8, 2004 contains 
provisions permitting the payment of cash dividends and stock repurchases subject to certain limitations. 


The following table sets forth our common stock repurchased for the three months ended 
December 31, 2005: 


Issuer Purchases of Equity Securities 


Maximum Number 


Total Number of (or Approximate 
hares Dollar Value) of 
Purchased as Part Shares that May Yet 
Total Number of Publicly Be Purchased Under 
of Shares Average Price Announced Plans the Plans or 
Period Purchased(1) Paid per Share or Programs Programs 
November 1, 2005-November 30, 
CVT sc hdtecsnnaetieider sedated danse 2,080 $44.21 = = 
DOtal ssciadie de hese eae 2,080 $44.21 — — 


(1) Consists of shares tendered by current and former employees, as payment of the exercise price of 
stock options granted, in accordance with provisions of our equity compensation plans and individual 
stock option agreements. No shares have been purchased other than as payment of the exercise price 
of stock options. 
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Item 6. Selected Financial Data. 


The following selected consolidated statements of operations, balance sheet and other data have been 
derived from our audited consolidated financial statements. The selected consolidated financial and 
operating information set forth below should be read in conjunction with Item 7. “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations” and our Consolidated 


Financial Statements and the Notes thereto included elsewhere in this filing. 


Year Ended December 31, 
2001(1) 2002(1) (2) 2003(2) 2004(2) 2005(2) 
(in thousands, except per share data) 
Consolidated Statements of 
Operations Data: 
Revenues: 
SlOTAGG: ii. ci ilteratadcniint $ 694,474 $ 759,536 $ 875,035 $1,043,366 $1,181,551 
Service and Storage Material Sales 491,244 558,961 626,294 774,223 896,604 
Total Revenues.............. 1,185,718 1,318,497 1,501,329 1,817,589 2,078,155 
Operating Expenses: 
Cost of Sales (excluding 
depreciation)(3) ............. 576,538 622,299 680,747 823,899 938,239 
Selling, General and 
Administrative(3) ............ 307,800 333,050 383,641 486,246 569,695 
Depreciation and Amortization . . 153,271 108,992 130,918 163,629 186,922 
Merger-related Expenses........ 3,673 796 — — = 
Loss (Gain) on 
Disposal/Writedown of 
Property, Plant and Equipment, 
NG bo cc cide daddies 320 774 1,130 (681) (3,485) 
Total Operating Expenses..... 1,041,602 1,065,911 1,196,436 1,473,093 1,691,371 
Operating Income................ 144,116 252,586 304,893 344,496 386,784 
Interest Expense, Net............. 134,742 136,632 150,468 185,749 183,584 
Other Expense (Income), Net...... 37,485 1,435 (2,564) (7,988) 6,182 
(Loss) Income from Continuing 
Operations Before Provision for 
Income Taxes and Minority 
TTMUSTES sax cayice toad terete deed accede (28,111) 114,519 156,989 166,735 197,018 
Provision for Income Taxes........ 17,875 47,318 66,730 69,574 81,484 
Minority Interests in (Losses) 
Earnings of Subsidiaries, Net .... (1,929) 3,629 5,622 2,970 1,684 
(Loss) Income from Continuing 
Operations before Discontinued 
Operations and Cumulative Effect 
of Change in Accounting Principle (44,057) 63,572 84,637 94,191 113,850 
Income from Discontinued 
Operations (net of tax).......... — 1,116(6) — — — 
Cumulative Effect of Change in 
Accounting Principle (net of 
minority interest and tax benefit). — (6,396)(7) — — (2,751)(8) 
Net (Loss) Income .............-. $ (44,057) $ 58,292 $ 84637 $ 94,191 $ 111,099 
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Year Ended December 31, 
2001(1) 2002(1) (2) 2003(2) 2004(2) 2005(2) 
(in thousands, except per share data) 


Net (Loss) Income per Common 
Share—Basic: 
(Loss) Income from Continuing 


OpetAlGiS jo h0404ssaneveuss $ (0.35) $ 0.50 $ 0.66 $ 0.73 $ 0.87 
Income from Discontinued 
Operations (net of tax)........ — 0.01 — — — 


Cumulative Effect of Change in 
Accounting Principle (net of 
minority interest and tax 
DeMe Lit) sande cate wtgesiss ote eee geides — (0.05) — — (0.02) 
Net (Loss) Income—Basic......... $ (0.35) $ 0.46 = =$ 0.66 $ 0.73 $ 0.85 
Net (Loss) Income per Common 
Share—Diluted: 
(Loss) Income from Continuing 


(peratiCNS 05 u0ss nad aaaseas $ (0.35) $ 0.49 $ 0.65 $ 0.72 $ 0.86 
Income from Discontinued 
Operations (net of tax)........ — 0.01 — — — 


Cumulative Effect of Change in 
Accounting Principle (net of 
minority interest and tax 


DENGHE) vin dsc Faith baeeds — (0.05) — — (0.02) 
Net (Loss) Income—Diluted....... $ (0.35) $ 0.45 = $ 0.65 $ 0.72 $ 0.84 
Weighted Average Common Shares 
Outstanding—Basic ............ 125,499 126,977 127,901 129,083 130,659 
Weighted Average Common Shares 
Outstanding—Diluted .......... 125,499 129,107 130,077 131,176 132,070 
(footnotes follow) 
Year Ended December 31, 
2001(1) 2002(1) 2003 2004 2005 
(In thousands) 
Other Data: 
OIBDA(3)(4)........ eee eee eee eee $297,387 $361,578 $435,811 $508,125 $573,706 
OIBDA Margin(3)(4)..............006. 25.1% 27.4% 29.0% 28.0% 27.6% 
Ratio of Earnings to Fixed Charges...... 0.8x(5) 1.6x 1.8x 1.7x 1.8x 
As of December 31, 
2001 2002 2003 2004 2005 
(In thousands) 
Consolidated Balance Sheet Data: 
Cash and Cash Equivalents......... $ 21,359 $ 56,292 $ 74,683 $ 31,942 $ 53,413 
Total Assets ...............0..00008 2,859,906 3,230,655 3,892,099 = 4,442,387 ~— 4,766,140 


Total Long-Term Debt (including 

Current Portion of Long-Term 

DEDE) 5 3.0: sdegdeed cidinien idew'ece 1,496,099 = 1,732,097 = 2,089,928 = 2,478,022 2,529,431 
Stockholders’ Equity............... 885,959 944,861 1,066,114 =1,218,568 —1,370,129 
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Reconciliation of OIBDA to Operating Income and Net (Loss) Income: 


Year Ended December 31, 
2001(1) 2002(1)(2) 2003(2) 2004(2) 2005(2) 
(In thousands) 
OIBDA(3) (4)... sssaseadeaadveraseaaae $297,387 $361,578 $435,811 $508,125 $573,706 
Less: Depreciation and Amortization ... 153,271 108,992 130,918 163,629 186,922 
Operating Income.................... 144,116 252,586 304,893 344,496 386,784 
Less: Interest Expense, Net............ 134,742 136,632 150,468 185,749 183,584 
Other Expense (Income), Net ....... 37,485 1,435 (2,564) (7,988) 6,182 
Provision for Income Taxes.......... 17,875 47,318 66,730 69,574 81,484 


Minority Interests in (Losses) Earnings 


of Subsidiaries.............00-0e (1,929) 3,629 5,622 2,970 1,684 


Income from Discontinued Operations 


(net of tax)..................00.0. — (1,116)(6) = _ — 


Cumulative Effect of Change in 


Accounting Principle (net of 
minority interest and tax benefit)... — 6,396(7) — — 2,751(8) 


Net (Loss) Income ................... $ (44,057) $ 58,292 $ 84,637 $ 94,191 $111,099 
(footnotes follow) 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


We recorded specific charges associated with the integration of the operations of Pierce Leahy in 2001 
and 2002 within merger related expenses as a result of the Pierce Leahy acquisition in 2000. 


Effective January 1, 2002, we ceased amortizing our goodwill balance in accordance with Statement of 
Financial Accounting Standards (“SFAS”) No. 142, “Goodwill and Other Intangible Assets.” The 
accounting change impacts the comparability of results to previous years. 


Effective January 1, 2003, we began using the fair value method of accounting in our financial 
statements using the prospective method in accordance with SFAS No. 123, “Accounting for Stock- 
Based Compensation,” as amended by SFAS No. 148, “Accounting for Stock-Based Compensation— 
Transition and Disclosure.” As a result, we recorded $1,664, $3,857 and $6,189 for the years ended 
December 31, 2003, 2004 and 2005, respectively, associated with such stock compensation expenses. 


OIBDA is defined as operating income before depreciation and amortization expenses. OIBDA 
Margin is calculated by dividing OIBDA by total revenues. For a more detailed definition and 
reconciliation of OIBDA and a discussion of why we believe these measures provide relevant and 
useful information to our current and potential investors, see Item 7. “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations—Non-GAAP Measures.” 


We reported a loss from continuing operations before provision for income taxes and minority interest 
for the year ended December 31, 2001. We would have needed to generate for the year ended 
December 31, 2001 additional income from operations before provision for income taxes and minority 
interest of $28,111 to cover our fixed charges of $177,032. 


In connection with the sale of Arcus Staffing Resources, Inc., which was accounted for as a 
discontinued operation, we recorded income from discontinued operations of $1,116 (net of tax of 
$768) in 2002 related to the reversal of remaining liabilities associated with certain contingencies 
which have been resolved. 


Effective January 1, 2002, we reviewed goodwill for impairment consistent with the guidelines of 
SFAS No. 142, “Goodwill and other Intangible Assets”, using a discounted future cash flow approach 
to approximate fair value. The result of testing our goodwill for impairment in accordance with SFAS 
No. 142, as of January 1, 2002, was a non-cash charge of $6,396 (net of minority interest of $8,487) 
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related to the impairment of goodwill associated with our investment in South America due primarily 
to the deterioration of the economy and the devaluation of the currency in Argentina. 


(8) Effective December 31, 2005, we adopted the provisions of Financial Accounting Standards Board 
(“FASB”) Interpretation No. 47, “Accounting for Conditional Asset Retirement Obligations, an 
interpretation of FASB Statement No. 143.” As a result, a non-cash charge of $2,751 net of tax benefit 
was recorded in the fourth quarter of 2005 as a cumulative effect of change in accounting principle in 
the accompanying consolidated statements of operations. See Note 2(f) to Notes to Consolidated 
Financial Statements. 


Item 7. | Management’s Discussion and Analysis of Financial Condition and Results of Operations. 


The following discussion should be read in conjunction with “Item 6. Selected Financial Data” and the 
Consolidated Financial Statements and Notes thereto and the other financial and operating information 
included elsewhere in this filing. 


This discussion contains “forward-looking statements,” as that term is defined in the Private Securities 
Litigation Reform Act of 1995 and in other federal securities laws. See “Cautionary Note Regarding 
Forward-Looking Statements” on page ii of this filing and “Item 1A. Risk Factors” on page 13 of this 
filing. 


Overview 


Our revenues consist of storage revenues as well as service and storage material sales revenues. 
Storage revenues, both physical and digital, which are considered a key performance indicator for the 
information protection and storage services industry, consist of largely recurring periodic charges related 
to the storage of materials or data (generally on a per unit or per cubic foot of records basis), which are 
typically retained by customers for many years, and have accounted for over 56% of total consolidated 
revenues in each of the last five years. Our quarterly revenues from these fixed periodic storage fees have 
grown for 68 consecutive quarters. Service and storage material sales revenues are comprised of charges 
for related service activities and courier operations and the sale of software licenses and storage materials. 
Related core service revenues arise from: (a) the handling of records including the addition of new 
records, temporary removal of records from storage, refiling of removed records, destruction of records, 
and permanent withdrawls from storage; (b) courier operations, consisting primarily of the pickup and 
delivery of records upon customer request; (c) secure shredding of sensitive documents; and (d) other 
recurring services including maintenance and support contracts. Our complementary services revenues 
arise from special project work, including data restoration, providing fulfillment services, consulting 
services and product sales, including software licenses, specially designed storage containers, magnetic 
media including computer tapes and related supplies. Our consolidated revenues are subject to variations 
caused by the net effect of foreign currency translation on revenue derived from outside the U.S. For the 
years ended December 31, 2003, 2004, and 2005, we derived approximately 19%, 27% and 28%, 
respectively, of our total revenues from outside the U.S. The increase in total revenues from 2003 to 2004 
is primarily a result of our acquisition of Hays IMS. 


We recognize revenue when the following criteria are met: persuasive evidence of an arrangement 
exists, services have been rendered, the sales price is fixed or determinable, and collectability of the 
resulting receivable is reasonably assured. Storage and service revenues are recognized in the month the 
respective storage or service is provided and customers are generally billed on a monthly basis on 
contractually agreed-upon terms. Amounts related to future storage or prepaid service contracts, including 
maintenance and support contracts, for customers where storage fees or services are billed in advance are 
accounted for as deferred revenue and recognized ratably over the applicable storage or service period or 
when the service is performed. Storage material sales are recognized when shipped to the customer and 
include software license sales (less than 1% of consolidated revenues in 2005). Sales of software licenses to 


22 


distributors are recognized at the time a distributor reports that the software has been licensed to an end- 
user and all revenue recognition criteria have been satisfied. 


Cost of sales (excluding depreciation) consists primarily of wages and benefits for field personnel, 
facility occupancy costs including rent and utilities, transportation expenses including vehicle leases and 
fuel, other product costs of sales and other equipment costs and supplies. Of these, wages and benefits and 
facility occupancy costs are the most significant. Trends in total wages and benefits dollars and as a 
percentage of total consolidated revenue are influenced by changes in headcount and compensation levels, 
achievement of incentive compensation targets, workforce productivity and variability in costs associated 
with medical insurance and workers compensation. Trends in facility occupancy costs are similarly 
impacted by the total number of facilities we occupy, the mix of properties we own versus properties we 
occupy under operating leases, fluctuations in per square foot occupancy costs, and the levels of utilization 
of these properties. 


The expansion of our European, secure shredding and digital services businesses has impacted the 
major cost of sales components. Our European and secure shredding operations are more labor intensive 
than our core physical businesses and therefore increase our labor costs as a percent of consolidated 
revenues. This trend is partially offset by our digital services businesses, which require significantly less 
direct labor. Our secure shredding operations incur less facility costs and higher transportation costs as a 
percent of revenues compared to our core physical businesses. 


Selling, general and administrative expenses consist primarily of wages and benefits for management, 
administrative, information technology, sales, account management and marketing personnel, as well as 
expenses related to communications and data processing, travel, professional fees, bad debts, training, 
office equipment and supplies. Trends in total wages and benefits dollars and as a percentage of total 
consolidated revenue are influenced by changes in headcount and compensation levels, achievement of 
incentive compensation targets, workforce productivity and variability in costs associated with medical 
insurance. The overhead structure of our expanding European operations, as compared to our North 
American operations, is more labor intensive and has not achieved the same level of overhead leverage, 
which may result in an increase in selling, general and administrative expenses, as a percentage of 
consolidated revenue, as our European operations become a more meaningful percentage of our 
consolidated results. Similarly, our digital services business requires a higher level of overhead, particularly 
in the area of information technology, than our core physical businesses. 


Our adoption of the measurement provisions of SFAS No. 123 as amended by SFAS No. 148 has 
resulted in increasing amounts of selling, general and administrative expenses. We began using the fair 
value method of accounting for stock-based compensation in our financial statements beginning January 1, 
2003 using the prospective method. The prospective method involves recognizing expense for the fair value 
for all awards granted or modified in the year of adoption and thereafter with no expense recognition for 
previous awards. We expect to record approximately $0.9 million of additional stock compensation expense 
in 2006 associated with unvested stock option grants issued prior to January 1, 2003 associated with 
adopting SFAS No. 123R, “Share-Based Payment.” 


Our depreciation and amortization charges result primarily from the capital-intensive nature of our 
business. The principal components of depreciation relate to storage systems, which include racking, 
building and leasehold improvements, computer systems hardware and software, and buildings. 
Amortization relates primarily to customer relationships and acquisition costs and core technology and is 
impacted by the nature and timing of acquisitions. 


Our consolidated revenues and expenses are subject to variations caused by the net effect of foreign 
currency translation on revenues and expenses incurred by our entities outside the U.S. During 2005, we 
have seen increases in both revenues and expenses as a result of the strengthening of the British pound 
sterling, the Euro, and the Canadian dollar against the U.S. dollar, based on an analysis of weighted 
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average rates for the comparable periods. It is difficult to predict how much foreign currency exchange 
rates will fluctuate in the future and how those fluctuations will impact individual balances reported in our 
consolidated statement of operations. Given the relative increase in our international operations, these 
fluctuations may become material on individual balances. However, because both the revenues and 
expenses are denominated in the local currency of the country in which they are derived or incurred, the 
impact of currency fluctuations on our operating income, operating margin and net income is mitigated. 


Non-GAAP Measures 
Operating Income Before Depreciation and Amortization, or OIBDA 


OIBDA is defined as operating income before depreciation and amortization expenses. OIBDA 
Margin is calculated by dividing OIBDA by total revenues. Our management uses these measures to 
evaluate the operating performance of our consolidated business. As such, we believe these measures 
provide relevant and useful information to our current and potential investors. We use OIBDA for 
planning purposes and multiples of current or projected OIBDA-based calculations in conjunction with 
our discounted cash flow models to determine our overall enterprise valuation and to evaluate acquisition 
targets. We believe OIBDA and OIBDA Margin are useful measures to evaluate our ability to grow our 
revenues faster than our operating expenses and they are an integral part of our internal reporting system 
utilized by management to assess and evaluate the operating performance of our business. OIBDA does 
not include certain items, specifically (1) minority interest in earnings (losses) of subsidiaries, net, (2) other 
(income) expense, net, (3) income from discontinued operations and loss on sale of discontinued 
operations and (4) cumulative effect of change in accounting principle that we believe are not indicative of 
our core operating results. OIBDA also does not include interest expense, net and the provision for 
income taxes. These expenses are associated with our capitalization and tax structures, which management 
does not consider when evaluating the profitability of our core operations. Finally, OIBDA does not 
include depreciation and amortization expenses, in order to eliminate the impact of capital investments, 
which management evaluates by comparing capital expenditures to incremental revenue generated and as 
a percentage of total revenues. OIBDA and OIBDA Margin should be considered in addition to, but not 
as a substitute for, other measures of financial performance reported in accordance with accounting 
principles generally accepted in the Unites States of America, or GAAP, such as operating or net income 
or cash flows from operating activities (as determined in accordance with GAAP). 


Reconciliation of OIBDA to Operating Income and Net Income (In Thousands): 


Year Ended December 31, 
2003 2004 2005 

5 Ib) BY eae ce ere Porn ye ater ee nea Eo nee nee ee $435,811 $508,125 $573,706 

Less: Depreciation and Amortization ......................-e eee 130,918 163,629 186,922 

Operating Income.............. cece cece eect ete eee 304,893 344,496 386,784 

Less: Titerest: Expense, NOt... e.5:0.scele ance eepecacare dee ecenerslosanieliacazeretec ents 150,468 185,749 183,584 

Other (Income) Expense, Net .......... 00... cece ee eee eee eee (2,564) (7,988) 6,182 

Provision for Income Taxes. ......... 0.0 cece eee eee teeta 66,730 69,574 81,484 

Minority Interests in Earnings of Subsidiaries.................. 5,622 2,970 1,684 
Cumulative Effect of Change in Accounting Principle (net of tax 

benefit) so cacaaeie vedaeaee Wade Hak eclan é Noble Rawle Med eates ales — — 2,751 

Net Income. ....... 00. c ccc ccc ccc eee eect e eee e eee eeeneees $ 84,637 $ 94,191 $111,099 


Critical Accounting Policies 


Our discussion and analysis of our financial condition and results of operations are based upon our 
consolidated financial statements, which have been prepared in accordance with accounting principles 
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generally accepted in the United States of America. The preparation of these financial statements requires 
us to make estimates, judgments and assumptions that affect the reported amounts of assets, liabilities, 
revenues and expenses, and related disclosure of contingent assets and liabilities at the date of the financial 
statements and for the period then ended. On an on-going basis, we evaluate the estimates used, including 
those related to accounting for acquisitions, allowance for doubtful accounts and credit memos, 
impairment of tangible and intangible assets, income taxes, stock-based compensation and self-insured 
liabilities. We base our estimates on historical experience, actuarial estimates, current conditions and 
various other assumptions that we believe to be reasonable under the circumstances. These estimates form 
the basis for making judgments about the carrying values of assets and liabilities and are not readily 
apparent from other sources. Actual results may differ from these estimates. Our critical accounting 
policies include the following, which are listed in no particular order: 


Accounting for Acquisitions 


Part of our growth strategy has included the acquisition of numerous businesses. The purchase price 
of these acquisitions has been determined after due diligence of the acquired business, market research, 
strategic planning, and the forecasting of expected future results and synergies. Estimated future results 
and expected synergies are subject to revisions as we integrate each acquisition and attempt to leverage 
resources. 


Each acquisition has been accounted for using the purchase method of accounting as defined under 
the applicable accounting standards at the date of each acquisition, including, Accounting Principles Board 
Opinion No. 16, “Accounting for Business Combinations,” and more recently, SFAS No. 141, “Business 
Combinations.” Accounting for these acquisitions has resulted in the capitalization of the cost in excess of 
fair value of the net assets acquired in each of these acquisitions as goodwill. We estimated the fair values 
of the assets acquired in each acquisition as of the date of acquisition and these estimates are subject to 
adjustment. These estimates are subject to final assessments of the fair value of property, plant and 
equipment, intangible assets, operating leases and deferred income taxes. We complete these assessments 
within one year of the date of acquisition. We are not aware of any information that would indicate that 
the final purchase price allocations for acquisitions completed in 2005 would differ meaningfully from 
preliminary estimates. See Note 6 to Notes to Consolidated Financial Statements. 


In connection with each of our acquisitions, we have undertaken certain restructurings of the acquired 
businesses to realize efficiencies and potential cost savings. Our restructuring activities include the 
elimination of duplicate facilities, reductions in staffing levels, and other costs associated with exiting 
certain activities of the businesses we acquire. The estimated cost of these restructuring activities are 
included as costs of the acquisition and are recorded as goodwill consistent with the guidance of Emerging 
Issues Task Force (“EITF”) Issue No. 95-3, “Recognition of Liabilities in Connection with a Purchase 
Business Combination.” While we finalize our plans to restructure the businesses we acquire within one 
year of the date of acquisition, it may take more than one year to complete all activities related to the 
restructuring of an acquired business. 


Allowance for Doubtful Accounts and Credit Memos 


We maintain an allowance for doubtful accounts and credit memos for estimated losses resulting from 
the potential inability of our customers to make required payments and disputes regarding billing and 
service issues. When calculating the allowance, we consider our past loss experience, current and prior 
trends in our aged receivables and credit memo activity, current economic conditions, and specific 
circumstances of individual receivable balances. If the financial condition of our customers were to 
significantly change, resulting in a significant improvement or impairment of their ability to make 
payments, an adjustment of the allowance may be required. As of December 31, 2004 and 2005, our 
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allowance for doubtful accounts and credit memos balance totaled $13.9 million and $14.5 million, 
respectively. 


Impairment of Tangible and Intangible Assets 


Assets subject to amortization: In accordance with SFAS No. 144, “Accounting for the Impairment or 
Disposal of Long-Lived Assets”, we review long-lived assets and all amortizable intangible assets for 
impairment whenever events or changes in circumstances indicate the carrying amount of such assets may 
not be recoverable. Recoverability of these assets is determined by comparing the forecasted undiscounted 
net cash flows of the operation to which the assets relate to their carrying amount. The operations are 
generally distinguished by the business segment and geographic region in which they operate. If the 
operation is determined to be unable to recover the carrying amount of its assets, then intangible assets are 
written down first, followed by the other long-lived assets of the operation, to fair value. Fair value is based 
on discounted cash flows or appraised values, depending upon the nature of the assets. 


Goodwill—Assets not subject to amortization: We apply the provisions of SFAS No. 142 to goodwill and 
intangible assets with indefinite lives which are not amortized but are reviewed annually for impairment or 
more frequently if impairment indicators arise. Separable intangible assets that are not deemed to have 
indefinite lives are amortized over their useful lives. We have selected October 1 as our annual goodwill 
impairment review date. We performed our annual goodwill impairment review as of October 1, 2003, 
2004 and 2005 and noted no impairment of goodwill. In making this assessment, management relies on a 
number of factors including operating results, business plans, economic projections, anticipated future cash 
flows, and transactions and market place data. There are inherent uncertainties related to these factors 
and management’s judgement in applying them to the analysis of goodwill impairment. As of 
December 31, 2005, no factors were identified that would alter this assessment. Impairment adjustments 
recognized in the future, if any, will be recognized as operating expenses. Our operating segments at which 
level we perform our goodwill impairment analysis as of December 31, 2005 were as follows: Business 
Records Management, Data Protection, Fulfillment, Digital Archiving Services, Europe, South America, 
Mexico and Asia Pacific. When changes occur in the composition of one or more operating segments, the 
goodwill is reassigned to the segments affected based on their relative fair values. Goodwill valuations have 
been calculated using an income approach based on the present value of future cash flows of each 
operating segment. This approach incorporates many assumptions including future growth rates, discount 
factors, expected capital expenditures and income tax cash flows. Changes in economic and operating 
conditions impacting these assumptions could result in a goodwill impairment in future periods. 


Accounting for Internal Use Software 


We develop various software applications for internal use. We account for those costs in accordance 
with the provisions of Statement of Position (“SOP”) 98-1, “Accounting for the Costs of Computer 
Software Developed or Obtained for Internal Use.” SOP 98-1 requires computer software costs associated 
with internal use software to be expensed as incurred until certain capitalization criteria are met. SOP 98-1 
also defines which types of costs should be capitalized and which should be expensed. Payroll and related 
costs for employees who are directly associated with, and who devote time to, the development of internal 
use computer software projects, to the extent time is spent directly on the project, are capitalized and 
depreciated over the estimated useful life of the software. Capitalization begins when the design stage of 
the application has been completed and it is probable that the project will be completed and used to 
perform the function intended. Depreciation begins when the software is placed in service. Computer 
software costs that are capitalized are evaluated for impairment in accordance with SFAS No.144, 
“Accounting for the Impairment or Disposal of Long-Lived Assets.” 


It may be necessary for us to write-off amounts associated with the development of internal use 
software if the project cannot be completed as intended. Our expansion into new technology-based service 
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offerings requires the development of internal use software that will be susceptible to rapid and significant 
changes in technology. We may be required to write-off unamortized costs or shorten the estimated useful 
life if an internal use software program is replaced with an alternative tool prior to the end of the 
software’s estimated useful life. General uncertainties related to expansion into digital businesses, 
including the timing of introduction and market acceptance of our services, may adversely impact the 
recoverability of these assets. See Note 2(f) to Notes to Consolidated Financial Statements. 


During the years ended December 31, 2003 and 2005, we replaced internal use software programs, 
which resulted in the write-off to loss on disposal/writedown of property, plant and equipment, net of the 
remaining net book value of $0.7 million and $1.1 million, respectively. We did not have any such write-offs 
during 2004. 


Income Taxes 


We have recorded a valuation allowance to reduce our deferred tax assets to the amount that is more 
likely than not to be realized. In the ordinary course of business, there are many transactions and 
calculations where the ultimate tax outcome is uncertain. If actual results differ unfavorably from certain 
of our estimates used, we may not be able to realize all or part of our net deferred income tax assets and 
additional valuation allowances may be required. Although we believe our estimates are reasonable, no 
assurance can be given that our estimates reflected in the tax provisions and accruals will equal our actual 
results. These differences could have a material impact on our income tax provision and operating results 
in the period in which such determination is made. 


We are subject to examination by various tax authorities in jurisdictions in which we have significant 
business operations. We regularly assess the likelihood of additional assessments by tax authorities and 
provide for these matters as appropriate. Although we believe our tax estimates are appropriate, the final 
determination of tax audits and any related litigation could result in changes in our estimates. 


We have not provided deferred taxes on book basis differences related to certain foreign subsidiaries 
because such basis differences are not expected to reverse in the foreseeable future and we intend to 
reinvest indefinitely outside the U.S. These basis differences arose primarily through the undistributed 
book earnings of our foreign subsidiaries. The basis differences could be reversed through a sale of the 
subsidiaries, the receipt of dividends from subsidiaries as well as certain other events or actions on our 
part, which would result in an increase in our provision for income taxes. 


Stock-Based Compensation 


As of January 1, 2003, we adopted the measurement provisions of SFAS No. 123, as amended by 
SFAS No. 148. As a result we began using the fair value method of accounting for stock-based 
compensation in our financial statements beginning January 1, 2003 using the prospective method. The 
prospective method involves recognizing expense for the fair value for all awards granted or modified in 
the year of adoption and thereafter with no expense recognition for previous awards. We have applied the 
fair value recognition provisions to all stock based awards granted, modified or settled on or after 
January 1, 2003 and will continue to provide the required pro forma information for all awards previously 
granted, modified or settled before January 1, 2003 in our consolidated financial statements. During the 
year ended December 31, 2005, we recorded $6.2 million of stock compensation expense in our 
consolidated statement of operations. Had we elected to recognize compensation cost based on the fair 
value of all options as of their grant dates as prescribed by SFAS No. 123 and No. 148, we would have 
recorded stock compensation expense (net of tax benefit) of $3.3 million, $5.4 million and $6.0 million in 
our consolidated statements of operations for the years ended December 31, 2003, 2004 and 2005, 
respectively. 
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In December 2004, the Financial Accounting Standards Board issued SFAS No. 123R, “Share-Based 
Payment.” SFAS No. 123R is a revision of SFAS No. 123 and supersedes Accounting Principles Board 
Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB No. 25”). Among other items, SFAS 
No. 123R eliminates the use of APB No. 25 and the intrinsic value method of accounting, and requires 
companies to recognize the cost of employee services received in exchange for awards of equity 
instruments, based on the grant date fair value of those awards, in the financial statements. The effective 
date of SFAS No. 123R is the first reporting period in the first fiscal year beginning after June 15, 2005, 
which would be our first quarter of 2006. SFAS No. 123R permits companies to adopt its requirements 
using either a “modified prospective” method, or a “modified retrospective” method. Under the “modified 
prospective” method, compensation cost is recognized in the financial statements beginning with the 
effective date, based on the requirements of SFAS No. 123R for all share-based payments granted after 
that date, and based on the requirements of SFAS No. 123 for all unvested awards granted prior to the 
effective date of SFAS No. 123R. Under the “modified retrospective” method, the requirements are the 
same as under the “modified prospective” method, but this method also permits entities to restate financial 
statements of previous periods based on pro forma disclosures made in accordance with SFAS No. 123. 


SFAS No. 123R also requires that the benefits associated with the tax deductions in excess of 
recognized compensation cost be reported as a financing cash flow, rather than as an operating cash flow 
as required under current rules. This requirement will reduce net operating cash flows and increase net 
financing cash flows in periods after the effective date. 


We will adopt SFAS No. 123R effective January 1, 2006 using the modified prospective method of 
implementation. Based on outstanding stock options granted to employees prior to our prospective 
implementation of the measurement provisions of SFAS No. 123 and SFAS No. 148 on January 1, 2003, we 
expect to record approximately $0.9 million of additional stock compensation expense in 2006 associated 
with unvested stock option grants issued prior to January 1, 2003. 


Self-Insured Liabilities 


We are self-insured up to certain limits for costs associated with workers’ compensation claims, 
vehicle accidents, property and general business liabilities, and benefits paid under employee healthcare 
and long-term disability programs. At December 31, 2004 and 2005 there were approximately $25.7 
million, and $30.4 million, respectively, of self-insurance accruals reflected in our consolidated balance 
sheets. The measurement of these costs requires the consideration of historical cost experience and 
judgments about the present and expected levels of cost per claim. We account for these costs primarily 
through actuarial methods, which develop estimates of the undiscounted liability for claims incurred, 
including those claims incurred but not reported. These methods provide estimates of future ultimate 
claim costs based on claims incurred as of the balance sheet date. 


We believe the use of actuarial methods to account for these liabilities provides a consistent and 
effective way to measure these highly judgmental accruals. However, the use of any estimation technique in 
this area is inherently sensitive given the magnitude of claims involved and the length of time until the 
ultimate cost is known. We believe our recorded obligations for these expenses are appropriate. 
Nevertheless, changes in healthcare costs, accident frequency and severity, and other factors can materially 
affect the estimates for these liabilities. 
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Results of Operations 


Comparison of Year Ended December 31, 2005 to Year Ended December 31, 2004 and Comparison of Year 
Ended December 31, 2004 to Year Ended December 31, 2003: 


Year Ended December 31, Dollar Percent 

2004 2005 Change Change 

REVENUES 5.3 ciasdddsdadsdadsdddsdadsidddsdedsaades $1,817,589 $2,078,155 $260,566 14.3% 

Operating Expenses ................. 0. eee ee eee 1,473,093 1,691,371 218,278 14.8% 

Operating Income............ 0. cece eee eee 344,496 386,784 42,288 12.3% 

Other Expenses, Net.................... eee eee ee 250,305 275,685 25,380 10.1% 

Neti Come sdshi sini ote oie oiaeiataas as $ 94,191 $ 111,099 §$ 16,908 18.0% 

OIBD AC) re sere aaa hake oes ae Se ee $ 508,125 $ 573,706 $ 65,581 12.9% 
OIBDA Margin(1) ............ 0. cece eee eee eens 28.0% 27.6% 

Year Ended December 31, Dollar Percent 

2003 2004 Change Change 

IRC@VENUES: £5.04..10 Hav ddwsdtoratinsadnaatina ehindetined $1,501,329 $1,817,589 $316,260 21.1% 

Operating Expenses ........... 0.0... cece eee eee 1,196,436 1,473,093 276,657 = 23.1% 

Operating INCOME: 4:05 .sccasanavasciaravins anita 304,893 344,496 39,603 = 13.0% 

Other Expenses, Net................... eee ee eee 220,256 250,305 30,049 13.6% 

Net INCOME?.i5.08 din acta tina ctvasivadtoadivactuss $ 84,637 $ 94,191 $ 9,554 11.3% 

OIBDA(1): a.c4tioi cinta atta Giataiatsnnticis $ 435,811 $ 508,125 $ 72,314 16.6% 
OIBDA Margin(1) ............ 0. e cece eee eens 29.0% 28.0% 


(1) See “Non-GAAP Measures—Operating Income Before Depreciation and Amortization, or OIBDA” 
for definition, reconciliation and a discussion of why we believe these measures provide relevant and 
useful information to our current and potential investors. 


Revenue 


Our consolidated storage revenues increased $138.2 million, or 13.2%, to $1,181.6 million for the year 
ended December 31, 2005 and $168.3 million, or 19.2%, to $1,043.4 million for the year ended 
December 31, 2004, in comparison to the years ended December 31, 2004 and 2003, respectively. The 
increase is attributable to internal revenue growth (9% during both 2005 and 2004) resulting from net 
increases in records and other media stored by existing customers and sales to new customers, acquisitions 
(3% during 2005 and 8% during 2004), primarily consisting of $91.2 million from the operations of Hays 
IMS in 2004, and foreign currency exchange rate fluctuations (1% during 2005 and 3% during 2004). 


Consolidated service and storage material sales revenues increased $122.4 million, or 15.8%, to $896.6 
million for the year ended December 31, 2005 and $147.9 million, or 23.6%, to $774.2 million for the year 
ended December 31, 2004, in comparison to the years ended December 31, 2004 and 2003, respectively. 
The increase is attributable to acquisitions (7% during 2005 and 14% during 2004), including revenue from 
the Hays IMS operations of $86.3 million in 2004, internal revenue growth (7% during 2005 and 6% during 
2004) resulting from net increases in service and storage material sales to existing customers and sales to 
new customers, and foreign currency exchange rate fluctuations (1% during 2005 and 3% during 2004). 


For the reasons stated above, our consolidated revenues increased $260.6 million, or 14.3%, to 
$2,078.2 million for the year ended December 31, 2005 and $316.3 million, or 21.1%, to $1,817.6 million 
for the year ended December 31, 2004, in comparison to the years ended December 31, 2004 and 2003, 
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respectively. For the years ended December 31, 2004 and 2005, foreign currency exchange rate fluctuations 
that impacted our revenues were primarily due to the strengthening of the British pound sterling, 
Canadian dollar and Euro against the U.S. dollar, based on an analysis of weighted average rates for the 
comparable periods. Internal revenue growth was 6%, 8%, and 8% for the years ended December 31, 
2003, 2004 and 2005, respectively. We calculate internal revenue growth in local currency for our 


international operations. 


Internal Growth—Eight-Quarter Trend 


2004 2005 
First Second = Third Fourth First Second Third Fourth 
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter 


9% 8% 9% 8% 9% 9% 10% 


Storage Revenue.................. 8% 
Service and Storage Material Sales 
6% 4% 5% 9% 3% 6% 12% 9% 


REVETUGE: ¢.4:5.55.0.4.6:3200%s bess. bas ae 
Total Revenue................008. 8% 7% 7% 9% 6% 8% 10% 9% 


Our internal revenue growth rate represents the weighted average year over year growth rate of our 
revenues after removing the effects of acquisitions and foreign currency exchange rate fluctuations. Over 
the past eight quarters, the internal growth rate of our storage revenues has consistently ranged between 
8% and 10%. In our North American paper business, net carton volume growth showed improvement and 
we benefited from a more positive pricing environment in 2005 compared to 2004. Strong growth rates in 
our digital services business more than offset the impact of reduced growth rates in Europe resulting from 
the inclusion of the slower growing Hays IMS business in our base revenues for internal growth calculation 
purposes. Net carton volume growth is a function of the rate new cartons are added by existing and new 
customers offset by the rate of carton destructions and other permanent removals. 
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The internal growth rate for service and storage material sales revenue is inherently more volatile than 
the storage revenue internal growth rate due to the more discretionary nature of the services we offer such 
as large special projects or data products and carton sales, as well as the price of recycled paper. These 
revenues are often event driven and impacted to a greater extent by economic downturns as customers 
defer or cancel the purchase of these services as a way to reduce their short-term costs. As a commodity, 
recycled paper prices are subject to the volatility of that market. 


The internal growth rate for service and storage material sales revenues increased during 2005 
compared to 2004. The internal growth rate for service and storage material sales revenues reflects the 
following: (1) strong data product sales; (2) a large data restoration project completed by our digital 
services business; (3) growth in North American storage related service revenue; (4) continued growth in 
our secure shredding business; and (5) improved growth rates in our data protection business. These 
positive factors were partially offset by: (1) lower special project revenues related to the public sector 
business in the UK; and (2) a large software license sale in the first quarter of 2004 that did not repeat in 
2005. 


Cost of Sales 


Consolidated cost of sales (excluding depreciation) is comprised of the following expenses (in 
thousands): 


% of Consolidated Percent 
____Revenues___—s—_ Change 
Dollar Percent (Favorable)/ 
2004 2005 Change Change 2004 2005 Unfavorable 
15-1010) ieee ee ee er ee $419,345 $447,600 $ 28,255 6.7% 23.1% 215% (1.6)% 
Pacihtes:s ce eecee cae ecee cece nee 246,325 275,987 29,662 12.0% 13.6% 13.3% (0.3)% 
Transportation.................. 81,976 97,997 16,021 195% 45% 4.7% 0.2% 
Product Cost of Sales............ 35,908 51,254 15,346 42.7% 2.0% 25% 0.5% 
Othe Ra ejaie Sade CANE ace ere Nees 40,345 65,401 25,056 62.1% 2.2% 31% 0.9% 


$823,899 $938,239 $114,340 13.9% 45.3% 45.1% (0.2)% 


% of Consolidated Percent 


____Revenues___——_ Change 
Dollar Percent (Favorable)/ 
2003 2004 Change Change 2003 2004 Unfavorable 

Lab OR us) cds daa eiiae eta ee $344,761 $419,345 $ 74,584 21.6% 23.0% 23.1% 0.1% 
PAaciites:. iso seadrcrencr decreed 211,597 246,325 34,728 164% 141% 13.6% (0.5)% 
Transportation.................. 65,142 81,976 16,834 25.8% 43% 45% 0.2% 
Product Cost of Sales............ 30,987 35,908 4,921 15.9% 21% 2.0% (0.1)% 
0 ]10 (<5 Cae 28,260 40,345 12,085 42.8% 19% 2.2% 0.3% 
$680,747 $823,899 $143,152 21.0% 45.3% 45.3% —% 


Labor 


For the year ended December 31, 2005 as compared to the year ended December 31, 2004, labor 
expense as a percentage of revenue decreased as a result of strong revenue growth, an increasing 
proportion of revenue from less labor intensive digital services and product sales. We also experienced 
improvement in our ratio of labor costs to revenues in our European operations as a result of completing 
the integration of Hays IMS in 2004. 


For the year ended December 31, 2004 as compared to the year ended December 31, 2003, labor 
expense increased slightly as a percentage of revenue due primarily to our mix of services. Specifically, 
increases in labor expense were caused by (1) more labor intensive operations, primarily in Europe and in 


31 


our secure shredding operations, (2) higher incentive compensation expense in 2004 compared to 2003, 
and (3) higher allocations of labor costs associated with internal information technology personnel and 
consultants to revenue producing projects in our digital business. These increases were partially offset by 
improved labor management in our data protection operations. 


Facilities 


Facilities costs as a percentage of consolidated revenues decreased to 13.3% for the year ended 
December 31, 2005 from 13.6% for the year ended December 31, 2004. The decrease in facilities costs as a 
percentage of consolidated revenues was primarily a result of maintaining approximately the same overall 
base rent per square foot in our North American operations during 2004 and 2005 while consolidated 
revenues increased. The largest component of our facilities cost is rent expense, which increased $15.2 
million for the year ended December 31, 2005 compared to the year ended December 31, 2004 primarily as 
a result of properties under lease acquired through acquisitions in both Europe and North America. The 
expansion of our secure shredding business, which incurs lower facilities costs than our core physical 
businesses, also helped lower our facilities costs as a percentage of consolidated revenues. 


Facilities costs as a percentage of consolidated revenues decreased to 13.6% as of December 31, 2004 
from 14.1% as of December 31, 2003. The decrease in facilities costs as a percentage of consolidated 
revenues was primarily a result of maintaining approximately the same overall base rent per square foot in 
our North American operations during 2003 and 2004 while consolidated revenues increased. Rent 
expense increased $21.0 million for the year ended December 31, 2004 compared to the year ended 
December 31, 2003 primarily as a result of increased rent in our European operations of $15.4 million 
attributable to new facilities and properties acquired through acquisitions, including our acquisition of 
Hays IMS. Other facilities expenses in our European operations for year ended December 31, 2004 
increased $14.4 million compared to the year ended December 31, 2003 primarily due to the growth of 
operations and acquisitions. Aside from our European operations, the remaining facilities expenses for the 
year ended December 31, 2004 were consistent with the year ended December 31, 2003. 


Transportation 


Our transportation expenses, which increased 0.2% as a percentage of consolidated revenues for the 
year ended December 31, 2005 compared to the year ended December 31, 2004, are influenced by several 
variables including total number of vehicles, owned versus leased vehicles, use of subcontracted couriers, 
fuel expenses and maintenance. Higher fuel expenses during the year ended December 31, 2005 compared 
to the year ended December 31, 2004 were primarily responsible for the increase in transportation 
expenses as a percentage of consolidated revenues. 


Our transportation expenses increased 0.2% as a percentage of consolidated revenues for the year 
ended December 31, 2004 compared to the year ended December 31, 2003, are influenced by several 
variables including total number of vehicles, owned versus leased vehicles, use of subcontracted couriers, 
fuel expenses, and maintenance. In the year ended December 31, 2004, we experienced a $7.0 million 
increase in transportation expenses in our European operations as compared to the year ended 
December 31, 2003, which is primarily attributable to an increase in fleet size and vehicles under operating 
lease resulting from the acquisition of Hays IMS and growth of operations. An increased percentage of 
vehicles under operating lease, higher fuel expenses, and increased subcontracted courier expenses during 
the year ended December 31, 2004 compared to the year ended December 31, 2003 also contributed to 
higher expenses. 


Product and Other Cost of Sales 


Product and other cost of sales are highly correlated to complementary revenue streams. Product and 
other cost of sales for the year ended December 31, 2005 were higher than the year ended December 31, 
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2004 as a percentage of consolidated revenues due to increased sales of data products at lower margins in 
North America, increased royalty payments associated with our electronic vaulting revenues and increases 
in technology costs associated with these revenue producing activities. Product and other cost of sales for 
the year ended December 31, 2004 were higher than the year ended December 31, 2003 as a percentage of 
consolidated revenues due to increased royalty payments associated with our electronic vaulting revenues 
and increased sales of lower margin data products in the second half of 2004. 


Selling, General and Administrative Expenses 


Selling, general and administrative expenses are comprised of the following expenses (in thousands): 


% of Consolidated Percent 


Revenues Change 
Dollar Percent (Favorable)/ 
2004 2005 Change Change 2004 2005 Unfavorable 


General andAdministrative... $259,209 $285,558 $26,349 10.2% 14.3% 13.7% (0.6)% 
Sales, Marketing & Account 


Management ............. 150,419 180,558 30,139 20.0% 8.3% 8.7% 0.4% 
Information Technology ..... 81,187 99,177 17,990 22.2% 4.5% 4.8% 0.3% 
Bad Debt Expense .......... (4,569) 4,402 8,971 196.3% (0.3)% 0.2% 0.5% 

$486,246 $569,695 $83,449 17.2% 26.8% 274% 0.6.% 
% of Consolidated Percent 
Revenues Change 
Dollar Percent Favorable)/ 
2003 2004 Change Change 2003 2004 Unfavorable 


General and Administrative . $206,293 $259,209 $ 52,916 25.7% 13.7% 14.3% 0.6% 
Sales, Marketing & Account 


Management ............ 111,432 150,419 38,987 35.0% TA% 8.3% 0.9% 
Information Technology .... 68,208 81,187 12,979 19.0% 4.5% 4.5% —Y% 
Bad Debt Expense ......... (2,292) (4,569) (2,277) (99.3)% (0.2)% (0.3)% —(0.1)% 


$383,641 $486,246 $102,605 26.7% 25.6% 26.8% 1.2% 


General and Administrative 


The decrease in general and administrative expenses as a percentage of consolidated revenues for the 
year ended December 31, 2005 compared to the year ended December 31, 2004 is attributable to strong 
revenue growth and controls over overhead spending implemented in late 2004. These decreases were 
partially offset by increased incentive compensation expense and growth of our North American and 
European operations due to expansion and acquisitions. 


The increase in general and administrative expenses as a percentage of consolidated revenues for the 
year ended December 31, 2004 compared to the year ended December 31, 2003 is primarily attributable to 
a $31.0 million increase in general and administrative expenses in our European operations due to the 
growth of operations and acquisitions, including Hays IMS. In our North American operations, general 
and administrative expenses increased as a result of increased headcount and higher wages due to normal 
inflation and merit increases, increased stock compensation expense, increased travel, recruiting, and 
professional fees, including costs associated with compliance with the Sarbanes-Oxley Act of 2002. These 
increases were partially offset by lower incentive compensation expense. 


Sales, Marketing & Account Management 


The majority of our sales, marketing and account management costs are labor related and are 
primarily driven by the headcount in each of these departments. Increased headcount and related 
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compensation and commissions are the most significant contributors to the increase in sales and marketing 
expenses for the years ended December 31, 2005 and 2004. Throughout the year ended December 31, 2004 
and during 2005, we have continued to invest in the expansion and improvement of our sales force and 
account management personnel. We have added sales and marketing employees and enlarged our account 
management force.The costs associated with these efforts have contributed to the increase in our sales, 
marketing and account management expenses. Our larger North American sales force generated a $3.0 
million increase in sales commissions and an increase of $14.8 million of compensation expense for the 
year ended December 31, 2005 compared to the year ended December 31, 2004. Marketing expenses for 
the year ended December 31, 2005 increased $3.3 million due to the introduction of several new marketing 
and promotional efforts to continue to develop awareness in the marketplace of our entire portfolio of 
services, especially our digital services. During the year ended December 31, 2004 our North American 
sales force generated an increase in sales commissions of $10.3 million over the year ended December 31, 
2003. In addition, costs associated with our European sales, marketing and account management teams 
increased by $8.1 million and $7.7 million for the years ended December 31, 2005 and 2004, respectively, 
compared to the years ended December 31, 2004 and 2003, respectively, due to additions to our sales force 
through the hiring of new personnel and acquisitions. 


Information Technology 


Information technology expenses increased as a percentage of consolidated revenues for the year 
ended December 31, 2005 compared to the year ended December 31, 2004 due to increases in internal 
software development projects within our digital services business, the acquisitions of Connected and 
LiveVault and associated research and development activities, and increased information technology 
spending in our European operations. Higher utilization of existing information technology resources to 
revenue producing projects, which are charged to cost of goods sold, partially offset this increase. 


Information technology expenses remained flat as a percentage of consolidated revenues for the year 
ended December 31, 2004 compared to the year ended December 31, 2003. Higher utilization of existing 
information technology resources and increased allocations of information technology resources to 
revenue producing projects, which are charged to cost of goods sold, were offset by increases in internal 
software development projects within our digital services business, the acquisition of Connected, 
associated research and development activities and increased information technology spending in our 
European operations of $8.5 million. 


Bad Debt Expense 


Consolidated bad debt expense for the year ended December 31, 2005 reflects what we believe to be 
more normal levels of bad debt expense. 


The decrease in consolidated bad debt expense for the years ended December 31, 2003 and 2004 
compared to prior years is primarily attributable to the success of our centralized collection efforts within 
the U.S. and Canada, which resulted in improved cash collections and an improved accounts receivable 
aging that allowed us to reduce our allowance for doubtful accounts during the years ended December 31, 
2003 and 2004. 


Depreciation, Amortization, and (Gain) and Loss on Disposal/Writedown of Property, Plant and 
Equipment, Net 


Consolidated depreciation and amortization expense increased $23.3 million to $187.0 million (9.0% 
of consolidated revenues) for the year ended December 31, 2005 from $163.6 million (9.0% of 
consolidated revenues) for the year ended December 31, 2004. Consolidated depreciation and 
amortization expense increased $32.7 million to $163.6 million (9.0% of consolidated revenues) for the 
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year ended December 31, 2004 from $130.9 million (8.7% of consolidated revenues) for the year ended 
December 31, 2003. Depreciation expense increased $18.8 million for the year ended December 31, 2005 
compared to the year ended December 31, 2004 and increased $28.0 million for the year ended 
December 31, 2004 compared to the year ended December 31, 2003, primarily due to the additional 
depreciation expense related to recent capital expenditures and acquisitions, including storage systems, 
which include racking, building and leasehold improvements, computer systems hardware and software, 
and buildings. 


Amortization expense increased $4.5 million for the year ended December 31, 2005 compared to the 
year ended December 31, 2004 and increased $4.7 million for the year ended December 31, 2004 
compared to the year ended December 31, 2003, primarily due to amortization of intangible assets, such as 
customer relationship intangible assets and intellectual property acquired through business combinations, 
including the Connected acquisition in November 2004. We expect that amortization expense will continue 
to increase as we acquire new businesses and reflect the full year impact of recent acquisitions, including 
LiveVault and Pickfords. 


Consolidated gains on disposal/writedown of property, plant and equipment, net of $3.5 million for 
the year ended December 31, 2005, consisted primarily of a gain on the sale of a property in the U.K of 
$4.5 million offset primarily by software asset writedowns of $1.1 million. Consolidated gains on 
disposal/writedown of property, plant and equipment, net of $0.7 million for the year ended December 31, 
2004, consisted primarily of a $1.2 million gain on the sale of a property in Florida during the second 
quarter of 2004 offset by disposals and asset writedowns. We recorded consolidated losses on 
disposal/writedown of property, plant and equipment, net of $1.1 million in the year ended December 31, 
2003 consisting of disposals and asset writedowns partially offset by $4.2 million of gains on the sale of 
properties in Texas, Florida and the U.K. 


Operating Income 


As a result of the foregoing factors, consolidated operating income increased $42.3 million, or 12.3%, 
to $386.8 million (18.6% of consolidated revenues) for the year ended December 31, 2005 from $344.5 
million (19.0% of consolidated revenues) for the year ended December 31, 2004. 


Consolidated operating income increased $39.6 million, or 13.0%, to $344.5 million (19.0% of 
consolidated revenues) for the year ended December 31, 2004 from $304.9 million (20.3% of consolidated 
revenues) for the year ended December 31, 2003. 


OIBDA 


As a result of the foregoing factors, consolidated OIBDA increased $65.6 million, or 12.9%, to $573.7 
million (27.6% of consolidated revenues) for the year ended December 31, 2005 from $508.1 million 
(28.0% of consolidated revenues) for the year ended December 31, 2004. 


Consolidated OIBDA increased $72.3 million, or 16.6%, to $508.1 million (28.0% of consolidated 
revenues) for the year ended December 31, 2004 from $435.8 million (29.0% of consolidated revenues) for 
the year ended December 31, 2003. 


Interest Expense, Net 


Consolidated interest expense, net decreased $2.2 million to $183.6 million (8.8% of consolidated 
revenues) for the year ended December 31, 2005 from $185.7 million (10.2% of consolidated revenues) for 
the year ended December 31, 2004. The dollar decrease in interest expense, net was primarily due to the 
recording of interest expense totaling $21.5 million for the year ending December 31, 2004 compared to 
interest expense totaling $2.3 million for the year ending December 31, 2005 related to the net impact of 
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mark-to-market adjustments and cash payments on all of our interest rate swap contracts. This was offset 
by increased borrowings, primarily an additional $150.0 million of term loans borrowed in November 2004 
as permitted under our IMI Credit Agreement and the full year effect of the March 2004 IME Credit 
Agreement. 


Consolidated interest expense, net increased $35.3 million to $185.7 million (10.2% of consolidated 
revenues) for year ended December 31, 2004 from $150.5 million (10.0% of consolidated revenues) for the 
year ended December 31, 2003. Increased borrowings, primarily from the issuance of our 7/44% GBP 
Senior Subordinated Notes due 2014, contributed to the dollar increase in interest expense. The increase 
of interest expense, net as a percentage of consolidated revenues was partially due to charges totaling 
$9.5 million (0.5% of consolidated revenues) related to recharacterization of interest rate swaps associated 
with real estate term loans we repaid in March and August 2004. These charges represent the fair market 
value of the swaps, which is a calculation of the net present value of the expected monthly cash payments 
over the remaining term of the swap based on current market conditions, as of the date the real estate term 
loans were repaid. We did not terminate the swaps and will continue to mark to market the fair market 
value of the derivative liability to expense, net and make our monthly cash payments as required under the 
swap contract for their remaining terms. 


Other (Income) Expense, Net (in thousands) 


2004 2005 Change 
Foreign currency transaction (gains) losses, net ....... $ (8,915) $ 7,201 $ 16,116 
Debt extinguishment expense...................000. 2,454 — (2,454) 
OUReE NEE sb xieig ec scoasien deed endue ied diet idea deers (1,527) —_ (1,019) 508 
$ (7,988) $ 6,182 $ 14,170 
2003 2004 Change 
Foreign currency transaction (gains) losses, net ....... $(30,220) $(8,915) $ 21,305 
Debt extinguishment expense....................00. 28,174 2,454 (25,720) 
Gains on investments ......... 00... cece (462) — 462 
DEEL TVG Ea scans. ensaent apsyanse gy iarrstat cust suaaesneset toeksagl Sasoreh toes adheuet (56) (1,527) (1,471) 


$ (2,564) $(7,988) $ (5,424) 


Foreign currency losses of $7.2 million based on period-end exchange rates were recorded in the year 
ended December 31, 2005 primarily due to the weakening of the British pound sterling, and Euro, net of 
the strengthening of the Canadian dollar against the U.S. dollar as these currencies relate to our inter- 
company balances with and between our Canadian, U.K. and European subsidiaries, borrowings 
denominated in foreign currencies under our revolving credit facility and British pounds sterling 
denominated debt held by our U.S. parent company. 


Foreign currency gains of $30.2 million and $8.9 million based on period-end exchange rates were 
recorded during the years ended December 31, 2003 and 2004, respectively, primarily due to the 
strengthening of the British pound sterling, Euro, and the Canadian dollar against the U.S. dollar as these 
currencies relate to our inter-company balances with and between our Canadian, U.K., and European 
subsidiaries, U.S. dollar denominated debt held by our Canadian subsidiary, borrowings denominated in 
foreign currencies under our revolving credit facility, British pounds sterling denominated debt held by our 
U.S. parent company, British pounds sterling currency held in the U.S. and our British pound sterling 
denominated cross currency swap, which was terminated in March 2004. 


During the three months ended March 31, 2004, we redeemed the remaining outstanding principal 
amount of the 84% Senior Notes due 2008 of our Canadian subsidiary (the “Subsidiary notes”), resulting 
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in a charge of $2.0 million, and we repaid a portion of our real estate term loans, which resulted in a charge 
of $0.4 million. During the year ended December 31, 2003, we redeemed the remaining outstanding 
principal amount of our 94%% Senior Subordinated Notes due 2007, resulting in a charge of $1.8 million, 
the remaining outstanding principal amount of our 874% Senior Subordinated Notes due 2009, resulting in 
a charge of $13.8 million, and $115.0 million of the outstanding principal of our Subsidiary notes, resulting 
in a charge of $12.6 million. The charges consisted primarily of the call and tender premiums associated 
with the extinguished debt and the write-off of unamortized deferred financing cost and discounts. 


Provision for Income Taxes 


Our effective tax rates for the years ended December 31, 2003, 2004, and 2005 were 42.5%, 41.7%, 
and 41.4%, respectively. The primary reconciling item between the statutory rate of 35% and our effective 
rate is state income taxes (net of federal benefit). We are subject to income taxes in both the U.S. and 
numerous foreign jurisdictions. We are subject to examination by various tax authorities in jurisdictions in 
which we have significant business operations. We regularly assess the likelihood of additional assessments 
by tax authorities and provide for these matters as appropriate. Although we believe our tax estimates are 
appropriate, the final determination of tax audits and any related litigation could result in changes in our 
estimates. 


Minority Interest 


Minority interest in earnings of subsidiaries, net resulted in a charge to income of $5.6 million (0.4% 
of consolidated revenues), $3.0 million (0.2% of consolidated revenues) and $1.7 million (0.1% of 
consolidated revenues) for the years ended December 31, 2003, 2004, and 2005, respectively. This 
represents our minority partners’ share of earnings in our majority-owned international subsidiaries that 
are consolidated in our operating results. The decrease during 2005 is the result of our acquisition of 
various Latin American minority partner interests. The decrease during 2004 is a result of our acquisition 
of the remaining 49.9% equity interest in IME which was reflected for the first time during the second 
quarter of 2004. Increased profitability of our South American businesses in 2003 and 2004 contributed to 
the increase in minority interest in 2003 and offset the impact of acquiring the remaining 49.9% equity 
interest in IME in 2004. 


Cumulative Effect of Change in Accounting Principle 


In March 2005, the FASB issued FASB Interpretation No. 47, “Accounting for Conditional Asset 
Retirement Obligations (FIN 47), an interpretation of SFAS No. 143, “Accounting for Asset Retirement 
Obligations” (SFAS No. 143). FIN 47 clarifies that conditional asset retirement obligations meet the 
definition of liabilities and should be recognized when incurred if their fair values can be reasonably 
estimated. Uncertainty surrounding the timing and method of settlement that may be conditional on 
events occurring in the future are factored into the measurement of the liability rather than the existence 
of the liability. SFAS No. 143 established accounting and reporting standards for obligations associated 
with the retirement of tangible long-lived assets legally required by law, regulatory rule or contractual 
agreement and the associated asset retirement costs. SFAS No. 143 requires entities to record the fair 
value of a liability for an asset retirement obligation in the period in which it is incurred. When the liability 
is initially recorded, the entity capitalizes the cost by increasing the carrying amount of the related long- 
lived asset, which is then depreciated over the useful life of the related asset. The liability is increased over 
time through income as a component of depreciation expense, such that the liability will equate to the 
future cost to retire the long-lived asset at the expected retirement date. Upon settlement of the liability, 
an entity either settles the obligation for its recorded amount or incurs a gain or loss upon settlement. Our 
obligations are primarily the result of requirements under our facility lease agreements which generally 
have “return to original condition” clauses which would require us to remove or restore items such as 
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shred pits, vaults, demising walls and office build-outs, among others. As of December 31, 2005, we have 
recognized the cumulative effect of initially applying FIN 47 as a cumulative effect of change in accounting 
principle as prescribed in FIN 47, which resulted in a gross charge of $4.4 million ($2.8 million, net of tax). 


Net Income 


As a result of the foregoing factors, for the year ended December 31, 2005, consolidated net income 
increased $16.9 million, or 18.0%, to $111.1 million (5.3% of consolidated revenues) from net income of 
$94.2 million (5.2% of consolidated revenues) for the year ended December 31, 2004. 


As a result of the foregoing factors, for the year ended December 31, 2004, consolidated net income 
increased $9.6 million, or 11.3%, to $94.2 million (5.2% of consolidated revenues) from net income of 
$84.6 million (5.6% of consolidated revenues) for the year ended December 31, 2003. 


Segment Analysis (in thousands) 


The results of our various operating segments are discussed below. In general, our business records 
management segment offers records management, secure shredding, healthcare information services, vital 
records services, and service and courier operations in the U.S. and Canada. Our data protection segment 
offers data backup and disaster recovery services, vital records services, service and courier operations, and 
intellectual property management services in the U.S. Our international segment offers elements of all our 
product and services lines outside the U.S. and Canada. Our corporate and other segment includes our 
corporate overhead functions and our fulfillment, consulting, digital archiving and PC/desktop computing 
electronic vaulting services. 


Business Records Management 


Segment Revenue Increase in Revenues Percentage Increase in Revenues 
For Years Ended 
December 31, 2003 December 31, 2004 December 31,2005 December 31,2004 December 31,2005 December 31,2004 December 31, 2005 
$1,022,335 $1,107,587 $1,206,316 $85,252 $98,729 8.3% 8.9% 
Segment Contribution (1) Segment Contribution(1) as a Percentage of Segment Revenue 
For Years Ended 
December 31, 2003 December 31, 2004 December 31, 2005 December 31, 2003 December 31, 2004 December 31, 2005 
$286,208 $308,630 $339,213 28.0% 27.9% 28.1% 


Items Excluded from the Calculation of Segment Contribution (1) 


Loss (Gain) on Disposal/Writedown of 
Depreciation and Amortization Foreign Currency (Gains) Losses, Net Property, Plant and Equipment, Net Loss on Debt Extinguishment 
For Years Ended 
December 31, December 31, December 31, December 31, December 31, December 31, December 31, December 31, December 31, December 31, December 31, December 31, 
2003 2004 2005 2003 2004 2005 2003 2004 2005 2003 2004 2005 
$71,709 $82,955 $86,265 ($29,459) $(2,127) $(4,080) $(631) $(846) $(855) $12,530 $2,028 _— 


(1) See Note 10 of Notes to Consolidated Financial Statements for definition of Contribution and for the basis on 
which allocations are made and a reconciliation of Contribution to income before provision for income taxes and 
minority interest on a consolidated basis. 


During the year ended December 31, 2005, revenue in our business records management segment 
increased 8.9% primarily due to increasing storage internal growth rates resulting from higher net volume 
growth and a more positive pricing environment, increased service revenue growth rates, growth of our 
secure shredding operations and acquisitions. In addition, favorable currency fluctuations during the year 
ended December 31, 2005 in Canada increased revenue, as measured in U.S. dollars, by $8.7 million when 
compared to the year ended December 31, 2004. Contribution as a percent of segment revenue increased 
in the year ended December 31, 2005 due to strong revenue growth and the effectiveness of recent labor 
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and cost management initiatives, which were partially offset by increases in transportation, bad debt and 
facility related expenses. 


During the year ended December 31, 2004, revenue in our business records management segment 
increased 8.3% primarily due to increased storage revenues, growth of our secure shredding operations 
and acquisitions (including a full year of revenue from the U.S. operations of Hays IMS in 2004 which 
represents an increase of $8.6 million over the partial year of revenue recorded in 2003), and was impacted 
by slower growth in service and special project revenue. In addition, favorable currency fluctuations during 
the year ended December 31, 2004 in Canada increased revenue $7.8 million when compared to the year 
ended December 31, 2003. Contribution as a percent of segment revenue decreased in the year ended 
December 31, 2004 due to higher transportation expenses and our increased investment in our sales and 
account management force, which were partially offset by reduced facility expenses. 


Data Protection 


Segment Revenue Increase in Revenues Percentage Increase in Revenues 
For Years Ended 
December 31, December 31, December 31, December 31, December 31, December 31, December 31, 
2003 2004 2005 2004 2005 2004 2005 
$251,141 $278,984 $324,536 $27,843 $45,552 11.1% 16.3% 
Segment Contribution(1) Segment Contribution(1) as a Percentage of Segment Revenue 
For Years Ended 
December 31, 2003 December 31, 2004. December 31,2005 December 31,2003 December 31,2004 December 31, 2005 
$71,240 $78,597 $95,115 28.4% 28.2% 29.3% 


Items Excluded from the Calculation of Segment Contribution (1) 
Loss (Gain) on Disposal/Writedown of Property, Plant and 


Depreciation and Amortization Equipment, Net 
For Years Ended 
December 31, 2003 December 31, 2004. December 31,2005 December 31,2003 December 31,2004 December 31, 2005 
$13,792 $14,808 $15,096 $1,944 $18 $8 


(1) See Note 10 of Notes to Consolidated Financial Statements for definition of Contribution and for the basis on 
which allocations are made and a reconciliation of Contribution to income before provision for income taxes and 
minority interest on a consolidated basis. 


During the year ended December 31, 2005, revenue in our data protection segment increased 16.3% 
primarily due to higher internal growth rates from our product sales and electronic vaulting services which 
were supported by improved internal growth rates in our core data protection business. Contribution as a 
percent of segment revenue increased primarily due to strong revenue growth, labor and cost management 
initiatives and was partially offset by increased product sales at lower margins and the growth of our sales 
and account management force, including higher sales commissions. 


During the year ended December 31, 2004, revenue in our data protection segment increased 11.1% 
primarily due to internal revenue growth from both existing and new customers. Higher revenue growth 
rates from our product sales, electronic vaulting, and intellectual property management services 
augmented the segment’s overall revenue growth rate. Contribution as a percent of segment revenue 
decreased primarily due to decreased product sales margins, increased royalty payments, and the growth of 
our sales and account management force including higher sales commissions. This decrease was partially 
offset by improved labor management and stable overhead costs. 
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International 


Percentage Increase in 


Segment Revenue Increase in Revenues Revenues 
For Years Ended 
December 31, December 31, December 31, December 31, December 31, December 31, December 31, 
2003 2004 2005 2004 2005 2004 2005 
$198,068 $380,033 $435,269 $181,965 $ 55,236 91.9% 14.5% 
Segment Contribution(1) as a Percentage of Segment 
Segment Contribution(1) Revenue 
For Years Ended 
December 31, December 31, December 31, December 31, December 31, December 31, 
2003 2004 2005 2003 2004 2005 
$46,825 $89,751 $113,278 23.6% 23.6% 26.0% 


Items Excluded from the Calculation of Segment Contribution (1) 


Loss (Gain) on Disposal/Writedown 
of Property, Plant and 


Depreciation and Amortization Foreign Currency (Gains) Losses, Net Equipment, Net 
For Years Ended 
December 31, December 31, December31, December31, December31, December31, December31, December31, December 31, 
2003 2004 2005 2003 2004 2005 2003 2004 2005 
$16,048 $33,234 $43,285 $507 $1,562 $6,347 $(879) $176 $ (3,757) 


(1) See Note 10 of Notes to Consolidated Financial Statements for definition of Contribution and for the basis on 
which allocations are made and a reconciliation of Contribution to income before provision for income taxes and 
minority interest on a consolidated basis. 


Revenue in our international segment increased 14.5% during the year ended December 31, 2005 
primarily due to acquisitions completed in Europe and in South America and strong internal growth in 
Latin America, offset by lower revenue in our U.K. public sector business. Favorable currency fluctuations 
during the year ended December 31, 2005 in Europe, Mexico and South America increased revenue, as 
measured in US. dollars, by $13.8 million compared to the year ended December 31, 2004. Contribution as 
a percent of segment revenue increased primarily due to improvements in both cost of sales and overhead 
labor ratios as a result of completing the integration of Hays IMS in the second half of 2004 offset by 
increased compensation associated with additional sales, marketing, and account management personnel, 
several new marketing and promotional efforts, and increased bad debt expense. 


Revenue in our international segment increased 91.9% during the year ended December 31, 2004 
primarily due to acquisitions completed in Europe, including a full year of revenue from the acquisition of 
Hays IMS in 2004 which represents an increase of $114.2 million over the partial year of revenue recorded 
in 2003, and in South America and strong internal growth in both Europe and Latin America. Favorable 
currency fluctuations during the year ended December 31, 2004 in Europe, Mexico and South America 
increased revenue, as measured in U.S. dollars, by $35.7 million compared to the year ended December 31, 
2003. Contribution as a percent of segment revenue remained flat primarily due to lower gross margins 
and increased overhead in our European operations attributable to our acquisition integration efforts and 
the establishment of a new shared service center offset by improved gross margins from our South 
American and Mexican operations. 


Corporate and Other 


The Corporate and Other segment is comprised of results from operations not discussed above, 
including our digital archiving services, PC/Desktop computing electronic vaulting services, consulting and 
fulfillment operations and costs associated with our corporate headquarters’ operations. Certain costs 
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incurred by our Corporate division were allocated to the other segments in the years ended December 31, 
2003, 2004 and 2005, primarily to our Business Records Management and Data Protection segments. 
These allocations, which include rent, worker’s compensation, property, general liability, auto and other 
insurance, pension/medical costs, incentive compensation, real estate property taxes and provision for bad 
debts, are based on rates set at the beginning of each year. 


Revenue in our Corporate and Other segment increased $61.0 million to $112.0 million for the year 
ended December 31, 2005 and $21.2 million to $51.0 million for the year ended December 31, 2004 from 
$29.8 million for the year ended December 31, 2003. The 2005 dollar increases were due primarily to 
strong internal growth in our digital services business, including a large data restoration project and the 
acquisition of Connected in November 2004. Contribution decreased $7.9 million to $22.6 million for the 
year ended December 31, 2005 and decreased $2.2 million to $30.5 million for the year ended 
December 31, 2004 from $32.7 million for the year ended December 31, 2003. Items excluded from the 
calculation of Contribution include the following: (1) depreciation and amortization expense for the years 
ended December 31, 2003, 2004, and 2005 of $29.4 million, $32.6 million, and $42.3 million, respectively; 
(2) foreign currency (gains) loss of $(1.3) million, $(8.4) million, and $4.9 million for the years ended 
December 31, 2003, 2004, and 2005, respectively; (3) debt extinguishment expense of $15.6 million and 
$0.4 million for the years ended December 31, 2003 and 2004, respectively, and (4) losses on 
disposal/writedown of property, plant and equipment, net of $0.7 million and $1.1 million for the years 
ended December 31, 2003 and 2005, respectively. 


Liquidity and Capital Resources 


The following is a summary of our cash balances and cash flows for the years ended 2003, 2004 and 
2005 (in thousands). 


2003 2004 2005 
Cash flows provided by operating activities .................... $ 288,693 $ 305,364 $ 377,176 
Cash flows used in investing activities.....................20.. (586,634) (626,523) (436,175) 
Cash flows provided by financing activities...................0. 315,054 276,569 81,449 
Cash and cash equivalents at the end of year................... 74,683 31,942 53,413 


Net cash provided by operating activities was $305.4 million for the year ended December 31, 2004 
compared to $377.2 million for the year ended December 31, 2005. The increase resulted primarily from an 
increase in operating income and non-cash items, such as depreciation and amortization and an 
improvement in working capital year over year. 


Due to the nature of our businesses, we make significant capital expenditures and additions to 
customer relationship and acquisition costs. Our capital expenditures are primarily related to growth and 
include investments in storage systems, information systems and discretionary investments in real estate. 
Cash paid for our capital expenditures and additions to customer relationship and acquisition costs during 
the year ended December 31, 2005 amounted to $272.1 million and $13.4 million, respectively. From time 
to time and in the normal course of business we sell certain fixed assets, primarily real estate. In the year 
ended December 31, 2005, we received $28.6 million of net proceeds from the sales of assets. For the year 
ended December 31, 2004 and 2005, capital expenditures, net and additions to customer relationship and 
acquisition costs were funded entirely with cash flows provided by operating activities. Excluding 
acquisitions, we expect our capital expenditures to be between $300 million and $355 million in the year 
ending December 31, 2006. 


In the year ended December 31, 2005, we paid net cash consideration of $178.2 million for 
acquisitions, which included approximately $86 million to purchase Pickfords and $36 million to purchase 
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LiveVault. Cash flows from operations, borrowings under our revolving credit facilities and net proceeds 
from other financing transactions funded these acquisitions. 


Net cash provided by financing activities was $81.4 million for the year ended December 31, 2005. 
During the year ended December 31, 2005, we had gross borrowings under our revolving credit facilities 
and term loan facilities of $568.7 million. We used the proceeds from these financing transactions and cash 
flows from operations to repay debt and term loans ($509.6) million, to repay debt financing from minority 
shareholders, net ($2.4) million and to fund acquisitions. 


We are highly leveraged and expect to continue to be highly leveraged for the foreseeable future. Our 
consolidated debt as of December 31, 2005 was comprised of the following (in thousands): 


IMI Revolving Credit Facility(1) ...... 0... eee ence een eee e nee $ 216,396 
IMI Term Loan Facility) 325ciccntcintcintscieioiniaicioleunicioie. aiaieiewhiadag 345,500 
IME Revolving Credit Facility 2: inci00.5cc0s cssaseads einer eas sas erase nas Gookiasairns 84,262 
IME Term Loan Facility... 0.0... cece eee eee tenn ees 177,450 
8%% Senior Subordinated Notes due 2011(2). 0.00... cece eee eee 149,760 
8%% Senior Subordinated Notes due 2013(2). 1.0... 0... cece eee eee eee ees 481,032 
7%% GBP Senior Subordinated Notes due 2014(2)...... 0... e eee eee eee eee ees 258,120 
74% Senior Subordinated Notes due 2015(2)..... 0.0... eee eee eee eee n ees 439,506 
6%%% Senior Subordinated Notes due 2016(2). 0.0.6... cece eee eee eee 315,059 
Real Estate: MOrtea ses os: 003 datas cveereasewwk senses baw bauulsd eas bulee eww saw eets oe 4,707 
SOIT NOUS: 5555s ons ease ce dees ng eras gec area eco ean ec cacg gc ocgeras ous eee opera nea an oan Sree gees 9,398 
ONS Ts gic oe erg ceed tS a ca ae a od ae the ER eta EATS AS Dee I ae eg HE SES 48,241 
Long-term Deébtiic isc diasdiaddiaaddnsddasddadddaed iadddasdaadddasdaadddasdaasdades 2,529,431 
Less Curren POON 38.2.5. itscnbtei ads beads gidieatite desde sed ieee et hoa eake (25,905) 
Long-term Debt, Net of Current Portion ............... 0... cece cece eee eects $2,503,526 


(1) Allintercompany notes and the capital stock of most of our U.S. subsidiaries are pledged to secure 
these debt instruments. 


(2) These debt instruments are fully and unconditionally guaranteed, on a senior subordinated basis, by 
substantially all of our direct and indirect wholly owned U.S. subsidiaries (the “Guarantors”). These 
guarantees are joint and several obligations of the Guarantors. The remainder of our subsidiaries do 
not guarantee the senior subordinated notes. 


Our indentures use OIBDA-based calculations as primary measures of financial performance, 
including leverage ratios. Our key bond leverage ratio, as calculated per our bond indentures, was 5.0 as of 
December 31, 2004 and 2005. Noncompliance with this leverage ratio would have a material adverse effect 
on our financial condition and liquidity. Our target for this ratio is generally in the range of 4.5 to 5.5 while 
the maximum ratio allowable under the bond indentures is 6.5. 


Our ability to pay interest on or to refinance our indebtedness depends on our future performance, 
working capital levels and capital structure, which are subject to general economic, financial, competitive, 
legislative, regulatory and other factors which may be beyond our control. There can be no assurance that 
we will generate sufficient cash flow from our operations or that future financings will be available on 
acceptable terms or in amounts sufficient to enable us to service or refinance our indebtedness, or to make 
necessary capital expenditures. 


In March 2004, IME and certain of its subsidiaries entered into a credit agreement (the “IME Credit 
Agreement’) with a syndicate of European lenders. The IME Credit Agreement provides for maximum 
borrowing availability in the principal amount of 200 million British pounds sterling, including a 100 
million British pounds sterling revolving credit facility (the “IME revolving credit facility’), which includes 
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the ability to borrow in certain other foreign currencies and a 100 million British pounds sterling term loan 
(the ‘IME term loan facility”). The IME revolving credit facility matures on March 5, 2009. The IME term 
loan facility is payable in three installments; two installments of 20 million British pounds sterling on 
March 5, 2007 and 2008, respectively, and the final payment of the remaining balance on March 5, 2009. 
The interest rate on borrowings under the IME Credit Agreement varies depending on IME’s choice of 
currency options and interest rate period, plus an applicable margin. The IME Credit Agreement includes 
various financial covenants applicable to the results of IME, which may restrict IMP’s ability to incur 
indebtedness under the IME Credit Agreement and from third parties, as well as limit IME’s ability to pay 
dividends to us. Most of IME’s non-dormant subsidiaries have either guaranteed the obligations or have 
their shares pledged to secure IME’s obligations under the IME Credit Agreement. We have not 
guaranteed or otherwise provided security for the IME Credit Agreement nor have any of our U.S., 
Canadian, Asia Pacific, Mexican or South American subsidiaries. 


In March 2004, IME borrowed approximately 147 million British pounds sterling under the IME 
Credit Agreement, including the full amount of the term loan. IME used those proceeds to repay us 135 
million British pounds sterling related to our initial financing of the acquisition of the European operations 
of Hays IMS, to repay amounts outstanding under its prior term loan and revolving credit facility and to 
pay transaction costs associated with the IME Credit Agreement. We used the 135 million British pounds 
sterling received from IME to: (1) pay down approximately $104 million of real estate term loans, (2) settle 
all obligations totaling $27.7 million associated with terminating our two cross currency swaps used to 
hedge the foreign currency impact of our intercompany financing with IME related to the Hays IMS 
acquisition and (3) to pay down amounts outstanding under our prior credit agreement. Our consolidated 
balance sheet as of December 31, 2005 included 147.5 million British pounds sterling ($261.7 million) of 
borrowings under the IME Credit Agreement. The remaining availability, based on its current level of 
external debt and the leverage ratio under the IME revolving credit facility on October 31, 2005, was 
approximately 61.4 million British pounds sterling ($109.0 million). The interest rate in effect under the 
IME revolving credit facility ranged from 3.3% to 6.2% as of December 31, 2005. 


On April 2, 2004 and subsequently on July 8, 2004, we entered into a new amended and restated credit 
facility and term loan facility (the “IMI Credit Agreement’’) to replace our prior credit agreement and to 
reflect more favorable pricing of our term loans. The IMI Credit Agreement had an aggregate principal 
amount of $550.0 million and was comprised of a $350.0 million revolving credit facility (the “IMI 
revolving credit facility”), which included the ability to borrow in certain foreign currencies, and a $200.0 
million term loan facility (the ‘IMI term loan facility”). The IMI revolving credit facility matures on 
April 2, 2009. With respect to the IMI term loan facility, quarterly loan payments of $0.5 million began in 
the third quarter of 2004 and will continue through maturity on April 2, 2011, at which time the remaining 
outstanding principal balance of the IMI term loan facility is due. In November 2004, we entered into an 
additional $150.0 million of term loans as permitted under our IMI Credit Agreement. The new term loans 
will mature at the same time as our current IMI term loan facility with quarterly loan payments of $0.4 
million that began in the first quarter of 2005 and are priced at LIBOR plus a margin of 1.75%. On 
October 31, 2005, we entered into the second amendment to the IMI Credit Agreement increasing 
availability from $350.0 million to $400.0 million. As a result, the IMI Credit Agreement had an aggregate 
maximum principal amount of $750 million as of December 31, 2005. The interest rate on borrowings 
under the IMI Credit Agreement varies depending on our choice of interest rate and currency options, 
plus an applicable margin. All intercompany notes and the capital stock of most of our U.S. subsidiaries 
are pledged to secure the IMI Credit Agreement. As of December 31, 2005, we had $216.4 million of 
borrowings under the IMI revolving credit facility, of which $9 million was denominated in U.S. dollars and 
the remaining balance was denominated in Canadian dollars (CAD 168.3 million) and in Australian dollars 
(AUD 86.3 million); we also had various outstanding letters of credit totaling $24.0 million. The remaining 
availability, based on IMI’s current level of external debt and the leverage ratio under the IMI revolving 
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credit facility, on December 31, 2005 was $159.6 million. The interest rate in effect under the IMI revolving 
credit facility and IMI term loan facility was 5.8% and 6.2%, respectively, as of December 31, 2005. 


The IME Credit Agreement, IMI Credit Agreement and our indentures and other agreements 
governing our indebtedness contain certain restrictive financial and operating covenants, including 
covenants that restrict our ability to complete acquisitions, pay cash dividends, incur indebtedness, make 
investments, sell assets and take certain other corporate actions. The covenants do not contain a rating 
trigger. Therefore, a change in our debt rating would not trigger a default under the IME Credit 
Agreement, IMI Credit Agreement and our indentures and other agreements governing our indebtedness. 
As of December 31, 2005, we were in compliance with all material debt covenants and agreements. 


Contractual Obligations 


The following table summarizes our contractual obligations as of December 31, 2005 and the 
anticipated effect of these obligations on our liquidity in future years (in thousands): 


Payments Due by Period 


More than 
Total Less than 1 Year 1-3 Years 3-5 Years 5 Years 

Long-term Debt (including Capital 

Lease Obligations) .............. $2,526,201 $ 25,905 $ 95,574 $420,169 $1,984,553 
Interest Payments(1) .............. 1,090,003 141,961 267,885 260,307 419,850 
Operating Lease Obligations ....... 1,113,797 164,022 273,256 202,936 473,583 
Purchase and Asset Retirement 

Obligations(2) ...............60. 95,426 40,952 34,911 9,628 9,935 
MeOlaliten casscc sata at ata ee tae ae $4,825,427 $372,840 $671,626 $893,040 $2,887,921 


(1) Amounts do not include variable rate interest payments; see Note 4 to Notes to Consolidated 
Financial Statements for the applicable interest rates. 


(2) In addition, in connection with some of our acquisitions, we have potential earn-out obligations that 
may be payable in the event businesses we acquired meet certain operational objectives. These 
payments are based on the future results of these operations, and our estimate of the maximum 
contingent earn-out payments we may be required to make under all such agreements as of 
December 31, 2005 is approximately $21.2 million. 


We expect to meet our cash flow requirements for the next twelve months from cash generated from 
operations, existing cash, cash equivalents and marketable securities, borrowings under the IMI and IME 
revolving credit facilities and other financings, which may include secured credit facilities, securitizations 
and mortgage or capital lease financings. We expect to meet our long-term cash flow requirements using 
the same means described above, as well as the potential issuance of debt or equity securities as we deem 
appropriate. See Notes 4, 8 and 11 to Notes to Consolidated Financial Statements. 


Off-Balance Sheet Arrangements 


We have no off-balance sheet arrangements as defined in Regulation S-K Item 303(a)(4)(ii). 


Net Operating Loss Carryforwards 


At December 31, 2005, we had estimated net operating loss carry forwards of approximately $124 
million for federal income tax purposes. As a result of such loss carryforwards, cash paid for income taxes 
has historically been substantially lower than the provision for income taxes. These net operating loss 
carryforwards do not include approximately $103 million of potential pre-acquisition net operating loss 
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carryforwards of Arcus Group, Inc. Any tax benefit realized related to preacquisition net operating loss 
carryforwards will be recorded as a reduction of goodwill when, and if, realized. As a result of these loss 
carryforwards, we do not expect to pay any significant U.S. federal and state income taxes in 2006. 


Seasonality 


Historically, our businesses have not been subject to seasonality in any material respect. 


Inflation 


Certain of our expenses, such as wages and benefits, insurance, occupancy costs and equipment repair 
and replacement, are subject to normal inflationary pressures. Although to date we have been able to 
offset inflationary cost increases through increased operating efficiencies and the negotiation of favorable 
long-term real estate leases, we can give no assurance that we will be able to offset any future inflationary 
cost increases through similar efficiencies, leases or increased storage or service charges. 


Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 
Interest Rate Risk 


Given the recurring nature of our revenues and the long term nature of our asset base, we have the 
ability and the preference to use long term, fixed interest rate debt to finance our business, thereby helping 
to preserve our long term returns on invested capital. We target a range 80% to 85% of our debt portfolio 
to be fixed with respect to interest rates. Occasionally, we will use floating to fixed interest rate swaps as a 
tool to maintain our targeted level of fixed rate debt. As part of this strategy, in December 2000, May 2001, 
and April 2004 we and IME entered into a total of four derivative financial contracts, which are variable- 
for-fixed interest rate swaps consisting of (a) one contract for interest payments payable on the IMI term 
loan facility of an aggregate principal amount of $99.5 million that was reduced to an aggregate principal 
amount of $51.5 million as of December 31, 2005, (b) one contract based on interest payments previously 
payable on our real estate term loans of an aggregate principal amount of $97.0 million that have been 
subsequently repaid, and (c) two contracts for interest payments payable on IME’s term loan facility of an 
aggregate principal amount of 100.0 million British pounds sterling. See Note 3 to Notes to Consolidated 
Financial Statements. 


After consideration of the swap contracts mentioned above, as of December 31, 2005, we had 
$517.0 million of variable rate debt outstanding with a weighted average variable interest rate of 5.6%, and 
$2,012.4 million of fixed rate debt outstanding. As of December 31, 2005, 80% of our total debt 
outstanding was fixed. If the weighted average variable interest rate on our variable rate debt had 
increased by 1%, our net income for the year ended December 31, 2005 would have been reduced by 
$2.3 million. See Note 4 to Notes to Consolidated Financial Statements included in this Form 10-K for a 
discussion of our long-term indebtedness, including the fair values of such indebtedness as of 
December 31, 2005. 


Currency Risk 


Our investments in IME, Iron Mountain Canada Corporation (“IM Canada”), Iron Mountain Mexico, 
SA de RL de CV, IMSA and other international investments may be subject to risks and uncertainties 
related to fluctuations in currency valuation. Our reporting currency is the U.S. dollar. However, our 
international revenues and expenses are generated in the currencies of the countries in which we operate, 
primarily the Euro, Canadian dollar and British pound sterling. The currencies of many Latin American 
countries, particularly the Argentine peso, have experienced substantial volatility and depreciation. 
Declines in the value of the local currencies in which we are paid relative to the U.S. dollar will cause 
revenues in U.S. dollar terms to decrease and dollar-denominated liabilities to increase in local currency. 
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The impact on our earnings is mitigated somewhat by the fact that most operating and other expenses are 
also incurred and paid in the local currency. We also have several intercompany obligations between our 
foreign subsidiaries and Iron Mountain and our U.S.-based subsidiaries and our foreign subsidiaries and 
IME. These intercompany obligations are primarily denominated in the local currency of the foreign 
subsidiary. 


We have adopted and implemented a number of strategies to mitigate the risks associated with 
fluctuations in currency valuations. One strategy is to finance our largest international subsidiaries with 
local debt that is denominated in local currencies, thereby providing a natural hedge. In determining the 
amount of any such financing, we take into account local tax strategies among other factors. Another 
strategy we utilize is to borrow in foreign currencies at the U.S. parent level to hedge our intercompany 
financing activities. Finally, on occasion, we enter into currency swaps to temporarily hedge an overseas 
investment, such as a major acquisition to lock in certain transaction economics, while we arrange 
permanent financing. We have implemented these strategies for our three foreign investments in the U.K., 
Canada and Asia Pacific. Specifically, through IME borrowing under the IME Credit Agreement and our 
150 million British pounds sterling denominated 7/4% senior subordinated notes, we effectively hedge 
most of our outstanding intercompany loan with IME. IM Canada has financed their capital needs through 
direct borrowings in Canadian dollars under the IMI revolving credit facility. This creates a tax efficient 
natural currency hedge. To fund the acquisition of Pickfords in Australia and New Zealand, IMI borrowed 
Australian and New Zealand dollars under its multi-currency revolving credit facility. These borrowings 
provide a tax efficient natural hedge against the intercompany loans created at the time of the acquisition. 


The impact of devaluation or depreciating currency on an entity depends on the residual effect on the 
local economy and the ability of an entity to raise prices and/or reduce expenses. Due to our constantly 
changing currency exposure and the potential substantial volatility of currency exchange rates, we cannot 
predict the effect of exchange fluctuations on our business. The effect of a change in foreign exchange 
rates on our net investment in foreign subsidiaries is reflected in the “Accumulated Other Comprehensive 
Items” component of stockholders’ equity. A 10% depreciation in year-end 2005 functional currencies, 
relative to the U.S. dollar, would result in a reduction in our stockholders’ equity of approximately 
$30 million. 


Item 8. Financial Statements and Supplementary Data. 


The information required by this item is included in Item 15(a) of this Annual Report on Form 10-K. 


Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 


None. 


Item 9A. Controls and Procedures. 
Disclosure Controls and Procedures 


The term “disclosure controls and procedures” is defined in Rules 13a-15(e) and 15d-15(e) of the 
Securities Exchange Act of 1934, as amended (the “Exchange Act”). These rules refer to the controls and 
other procedures of a company that are designed to ensure that information required to be disclosed by a 
company in the reports that it files under the Exchange Act is recorded, processed, summarized and 
reported within required time periods. As of December 31, 2005 (the “Evaluation Date”), we carried out 
an evaluation, under the supervision and with the participation of our management, including our chief 
executive officer and chief financial officer, of the effectiveness of our disclosure controls and procedures. 
Based upon that evaluation, our chief executive officer and chief financial officer have concluded that, as 
of the Evaluation Date, our disclosure controls and procedures are effective. 
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Management's Report on Internal Control over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over 
financial reporting, as such term is defined in Rule 13a-15(f) of the Exchange Act. Under the supervision 
and with the participation of our management, including our chief executive officer and chief financial 
officer, we conducted an evaluation of the effectiveness of our internal control over financial reporting 
based on the framework in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Based on our evaluation under the framework in Internal 
Control—Integrated Framework, our management concluded that our internal control over financial 
reporting was effective as of December 31, 2005. Our management’s assessment of the effectiveness of our 
internal control over financial reporting as of December 31, 2005 has been audited by Deloitte & Touche 
LLP, an independent registered public accounting firm, as stated in their report which appears below. 


REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
Iron Mountain Incorporated: 


We have audited management’s assessment, included in the accompanying Management’s Report on 
Internal Control Over Financial Reporting, that Iron Mountain Incorporated and subsidiaries (the 
“Company”) maintained effective internal control over financial reporting as of December 31, 2005, based 
on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. The Company’s management is responsible for maintaining 
effective internal control over financial reporting and for its assessment of the effectiveness of internal 
control over financial reporting. Our responsibility is to express an opinion on management’s assessment 
and an opinion on the effectiveness of the Company’s internal control over financial reporting based on 
our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting 
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether effective internal control over financial reporting was maintained in 
all material respects. Our audit included obtaining an understanding of internal control over financial 
reporting, evaluating management’s assessment, testing and evaluating the design and operating 
effectiveness of internal control, and performing such other procedures as we considered necessary in the 
circumstances. We believe that our audit provides a reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed by, or under the 
supervision of, the company’s principal executive and principal financial officers, or persons performing 
similar functions, and effected by the company’s board of directors, management, and other personnel to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles. A 
company’s internal control over financial reporting includes those policies and procedures that (1) pertain 
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded 
as necessary to permit preparation of financial statements in accordance with generally accepted 
accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of the inherent limitations of internal control over financial reporting, including the 
possibility of collusion or improper management override of controls, material misstatements due to error 
or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the 
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effectiveness of the internal control over financial reporting to future periods are subject to the risk that 
the controls may become inadequate because of changes in conditions, or that the degree of compliance 
with the policies or procedures may deteriorate. 


In our opinion, management’s assessment that the Company maintained effective internal control 
over financial reporting as of December 31, 2005, is fairly stated, in all material respects, based on the 
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Also in our opinion, the Company maintained, in all material 
respects, effective internal control over financial reporting as of December 31, 2005, based on the criteria 
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the consolidated financial statements as of and for the year ended December 31, 
2005 of the Company and our report dated March 15, 2006 expressed an unqualified opinion on those 
financial statements. 


/s/ DELOITTE & TOUCHE LLP 


Boston, Massachusetts 
March 15, 2006 


Changes in Internal Control over Financial Reporting 


There have been no changes in our internal control over financial reporting during the quarter ended 
December 31, 2005 that have materially affected, or are reasonably likely to materially affect, our internal 
control over financial reporting. 

Item 9B. Other Information. 


None. 


PART III 

Item 10. Directors and Executive Officers of the Registrant. 

The information required by Item 10 is incorporated by reference to our definitive Proxy Statement 
for the Annual Meeting of Stockholders to be held on or about May 25, 2006. 
Item 11. Executive Compensation. 

The information required by Item 11 is incorporated by reference to our definitive Proxy Statement 
for the Annual Meeting of Stockholders to be held on or about May 25, 2006. 
Item 12. Security Ownership of Certain Beneficial Owners and Management. 

The information required by Item 12 is incorporated by reference to our definitive Proxy Statement 
for the Annual Meeting of Stockholders to be held on or about May 25, 2006. 
Item 13. Certain Relationships and Related Transactions. 

The information required by Item 13 is incorporated by reference to our definitive Proxy Statement 
for the Annual Meeting of Stockholders to be held on or about May 25, 2006. 
Item 14. Principal Accountant Fees and Services. 


The information required by Item 14 is incorporated by reference to our definitive Proxy Statement 
for the Annual Meeting of Stockholders to be held on or about May 25, 2006. 
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Item 15. Exhibits and Financial Statement Schedules. 


(a) Financial Statements and Financial Statement Schedules filed as part of this report: 


A. Iron Mountain Incorporated 


Report of Independent Registered Public Accounting Firm................ 0... cece eee eee eee 
Consolidated Balance Sheets, December 31, 2004 and 2005....... 0.0... ccc ccc ccc cece eee 
Consolidated Statements of Operations, Years Ended December 31, 2003, 2004 and 2005....... 


Consolidated Statements of Stockholders’ Equity and Comprehensive Income, Years Ended 


December: 31,2003: 2004 and 2005) ns.deicsnionsvns ridin aie tae ates Romina 
Consolidated Statements of Cash Flows, Years Ended December 31, 2003, 2004 and 2005....... 
Notes to Consolidated Financial Statements ..........0 00. ccc ccc cece cnet nee eeaes 


B. Iron Mountain Europe Limited 


Report of the Independent Auditors. . 0.0.0.0... cece eee eee teens 


(b) Exhibits filed as part of this report: 
As listed in the Exhibit Index following the signature page hereof. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
Iron Mountain Incorporated: 


We have audited the accompanying consolidated balance sheets of Iron Mountain Incorporated and 
its subsidiaries (the “Company”) as of December 31, 2005 and 2004, and the related consolidated 
statements of operations, stockholders’ equity and comprehensive income, and cash flows for each of the 
three years in the period ended December 31, 2005. These financial statements are the responsibility of the 
Company’s management. Our responsibility is to express an opinion on these financial statements based on 
our audits. We did not audit the financial statements of Iron Mountain Europe Limited (a consolidated 
subsidiary) for the year ended October 31, 2003, which statements reflect total revenues constituting 12% 
of the total consolidated revenue for the year ended December 31, 2003. Such financial statements were 
audited by other auditors whose report has been furnished to us, and our opinion, insofar as it relates to 
the amounts included for Iron Mountain Europe Limited for 2003, is based solely on the report of such 
other auditors. 


We conducted our audits in accordance with the standards of the Public Company Accounting 
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. We believe that our 
audits and the report of other auditors provide a reasonable basis for our opinion. 


In our opinion, based on our audits and the report of other auditors, such consolidated financial 
statements present fairly, in all material respects, the financial position of Iron Mountain Incorporated and 
subsidiaries as of December 31, 2005 and 2004, and the results of their operations and their cash flows for 
each of the three years in the period ended December 31, 2005, in conformity with accounting principles 
generally accepted in the United States of America. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the effectiveness of the Company’s internal control over financial reporting as of 
December 31, 2005, based on the criteria established in Internal Control—Integrated Framework issued by 
the Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 15, 
2006 expressed an unqualified opinion on management’s assessment of the effectiveness of the Company’s 
internal control over financial reporting and an unqualified opinion on the effectiveness of the Company’s 
internal control over financial reporting. 


/s/ DELOITTE & TOUCHE LLP 


Boston, Massachusetts 
March 15, 2006 
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TRON MOUNTAIN INCORPORATED 
CONSOLIDATED BALANCE SHEETS 


(In thousands, except share and per share data) 


ASSETS 
Current Assets: 
Cash and cash equivalents........ 0.0... c ccc cece eee eee eee 
Accounts receivable (less allowances of $13,886 and $14,522, respectively). 
IDELSTTEM INCOME CAKES ones bat leed condgel sista ohbeandce amsnaraiecet« gubiel hshositecennyelbes 
Prepaid expenses and other. ......... 0... eee eee eee eee ee eee 
Total Current Assets ...... 0... ccc eee eee eens 
Property, Plant and Equipment: 
Property, plant and equipment.......... 0... eee eee eee 
Less—Accumulated depreciation ........ 0.0... ccc 
Net Property, Plant and Equipment ....................... 0.000008. 
Other Assets, net: 
1 700(6 52 Meter een eae ee ee 
Customer relationships and acquisition costs ................ 0. cece eee 
Deferred financing Costs ....... 0.0... cece eee eee eens 
OTHE s, insane tats tea iiay hess haunt Send SaaS Tess Res Aca a Say Ress Re esi 
Total Other-Assets; et -.c2hccdtew ches distaw dis'o aticte dae vse Sars 
MOUAL ASSES isi cays cin ayiicens gerard anacer t.ctaige See ngers pagers aps oan ahs, cpagatd age Settager tas 


LIABILITIES AND STOCKHOLDERS’ EQUITY 
Current Liabilities: 
Current portion of long-term debt............. 0... e cece eee eee eee 
Accounts payable ... 0... cece eee eee eee nee 
Accrued expenses ..... 06. eee eee ence eee ene n ene e nn nees 
DETTE TEVEMUC sah san ante a aiatanta stan tate wien tetawtuaangte tag iatens 
Lotal Current. Liabilies s.0:4%-04-0d0 casa ade dataa ade data adee aeaaen aac 
Long-term Debt, net of current portion .............. 00. e cece eee eee eee 
Other Long-term. Liabilities) 32.0. ..s01dterncteaes ane aanedae near aces 
IDSterred Rent 3 4.44544504 640404 28 oh 0h pane eee Aneenek ehaweneeehasaua na 
Deterred. Mcomeé Taxes. iscicr 0c asesened ont setae eies eres ea ase varaaees 
Commitments and Contingencies (see Note 11) 
Minority Interests:...o2cc.i00 soe ov dnnrardiascvnt ase rasa taaesias anlowaa's 
Stockholders’ Equity: 
Preferred stock (par value $0.01; authorized 10,000,000 shares; none issued 
and Outstanding) ...244s5.. a rnbadparavardnyeads dierent de aoaheas 
Common stock (par value $0.01; authorized 200,000,000 shares; issued and 
outstanding 129,817,914 shares and 131,662,871 shares, respectively) ... 
Additional paid-in capital ..... 0... cece eee 
Retained earningS. 0.0.6... cece eee eee eens 
Accumulated other comprehensive items, net...................0000 08. 
Total Stockholders’ Equity ......... 0... cece eee eee ee eee 
Total Liabilities and Stockholders’ Equity.......................000. 


December 31, 

2004 2005 
$ 31,942 $ 53,413 
354,434 408,564 
36,033 27,623 
78,745 64,568 
501,154 554,168 
2,266,839 2,556,880 

(617,043) (775,614) 

1,649,796 1,781,266 
2,040,217 2,138,641 
189,780 229,006 
36,590 31,606 
24,850 31,453 
2,291,437 2,430,706 
$4,442,387 $4,766,140 
$ 39,435 $ 25,905 
103,415 148,234 
236,143 266,720 
136,470 151,137 
515,463 591,996 
2,438,587 2,503,526 
23,932 33,545 
26,253 35,763 
206,539 225,314 
13,045 5,867 
1,298 1317 
1,063,560 1,105,604 
133,425 244,524 
20,285 18,684 
1,218,568 — 1,370,129 
$4,442,387 $4,766,140 


The accompanying notes are an integral part of these consolidated financial statements. 
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IRON MOUNTAIN INCORPORATED 


CONSOLIDATED STATEMENTS OF OPERATIONS 


(In thousands, except per share data) 


Revenues: 
SEOTAGS: «cessed ciara dn hired ered aie haw Se bs ee ae de eee ete 
Service and storage material sales ....................000. 
TPOtal REVENUES :..3:5 5.5.5 seats eleescschlanacsnievenacbiaciesgiabueig! Biagud eae ts 
Operating Expenses: 
Cost of sales (excluding depreciation)..................... 
Selling, general and administrative ....................00. 
Depreciation and amortization. ...................000000. 
Loss (Gain) on disposal/writedown of property, plant and 
equipment, net........ eee eee ee eee 
Total Operating Expenses................0... 000 eee eee 
Operating Income....... 6. cece eee eens 
Interest. Expense, Net so... sci etcee ences ertjene eanede wees eneheseeislsies 
Other (Income) Expense, Net.............. eee e eee eee eee 
Income Before Provision for Income Taxes and Minority 
INteLeStsscrdrcraratarataravartararaierawatarinr atraratee 
Provision for Income Taxes.......... 0.0.0. eee eee eee eee 
Minority Interest in Earnings of Subsidiaries, Net ............ 
Income before Cumulative Effect of Change in Accounting 
PHIMCIP  Crisccsn- diaigee coesten, Biel taleeesers deacortaccbiens Gos actacts sees centr tn 
Cumulative Effect of Change in Accounting Principle (net of tax 
DS TLGLIL) ozs dag dee cia Sead ace doa ahensta dbase as aden ths eee aan ees eters 
Net INCOME .2cxaxararavarak ewer ered ated amnk etn ables 


Net Income per Share—Basic: 
Income before Cumulative Effect of Change in Accounting 
PHUMNCIPG iit cele aia al wd wie Ret are wa a gh datas Seocorhage bs 
Cumulative Effect of Change in Accounting Principle (net of 
tax DENGlit) 6 ier dedee see Geende daca abe ed adne eae 
Net Income per Share—Basic ................. 0000000. 
Net Income per Share—Diluted: 
Income before Cumulative Effect of Change in Accounting 
PRINCIPLE sale eisreecsieesrateun arene eeieueen aaa wteerane since ene ahecebars 
Cumulative Effect of Change in Accounting Principle (net of 
tax DENGLit) cet ss snide add he ded dale bea ewes Oe uwex 
Net Income per Share—Diluted ..................... 
Weighted Average Common Shares Outstanding—Basic...... 
Weighted Average Common Shares Outstanding—Diluted.... 


Year Ended December 31, 
2003 2005 
$ 875,035 $1,043,366 $1,181,551 
626,294 774,223 896,604 
1,501,329 1,817,589 2,078,155 
680,747 823,899 938,239 
383,641 486,246 569,695 
130,918 163,629 186,922 
1,130 (681) (3,485) 
1,196,436 1,473,093 —‘1,691,371 
304,893 344,496 386,784 
150,468 185,749 183,584 
(2,564) (7,988) 6,182 
156,989 166,735 197,018 
66,730 69,574 81,484 
5,622 2,970 1,684 
84,637 94,191 113,850 
= = (2,751) 
$ 84,637 $ 94,191 $ 111,099 
$ 0.66 $ 0.73 $ 0.87 
= = (0.02) 
$ 0.66 $ 0.73 $ 0.85 
$ 0.65 $ 0.72 $ 0.86 
= = (0.02) 
$ 0.65 $ 0.72 $ 0.84 
127,901 129,083 130,659 
130,077 131,176 132,070 


The accompanying notes are an integral part of these consolidated financial statements. 
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IRON MOUNTAIN INCORPORATED 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 


AND COMPREHENSIVE INCOME 
(In thousands, except share data) 


Common Stock Voting Additional (Accumulated Deficit) Accumulated Other Total Stockholders’ 


Shares Amounts Paid-in Capital _ Retained Earnings | Comprehensive Items Equity 
Balance, December 31, 2002.... 127,574,436 $1,275 $1,020,027 $ (45,403) $ (31,038) $ 944,861 
Issuance of shares under 
employee stock purchase plan 
and option plans, including tax 
Benefits 5.5.6 ces oss ose 788,445 8 18,240 — — 18,248 
Deferred compensation ....... _— — (4,624) — — (4,624) 
Currency translation adjustment . — —_ _ _ 16,466 16,466 
Market value adjustments for 
hedging contracts, net of tax. . — —_ —_ —_ 6,215 6,215 
Market value adjustments for 
securities, net of tax ........ _ _ _ —_ 311 311 
Net income s 5 sshd Gan ein en 9% —_ —_ —_ 84,637 —_ 84,637 
Balance, December 31, 2003.... 128,362,881 1,283 1,033,643 39,234 (8,046) 1,066,114 
Issuance of shares under 
employee stock purchase plan 
and option plans, including tax 
DONELE cscs. a uade ag nd dmred 1,455,033 15 33,450 — _— 33,465 
Deferred compensation ....... — = (3,533) = = (3,533) 
Currency translation adjustment . — — — — 14,669 14,669 
Market value adjustments for 
hedging contracts, net of tax. . — —_ —_ —_ 13,576 13,576 
Market value adjustments for 
securities, net of tax ........ —_ —_— —_ — 86 86 
Net income ............ee06. — — — 94,191 — 94,191 
Balance, December 31, 2004.... 129,817,914 1,298 1,063,560 133,425 20,285 1,218,568 
Issuance of shares under 
employee stock purchase plan 
and option plans, including tax 
Denelit vs saa wiv taints cls 1,844,957 19 57,324 — — 57,343 
Deferred compensation ....... — = (16,060) — = (16,060) 
Currency translation adjustment . — — = a= (4,300) (4,300) 
Stock options issued in connection 
with an acquisition.......... — — 780 — — 780 
Market value adjustments for 
hedging contracts, net of tax. . —_ —_ —_ — 2,458 2,458 
Market value adjustments for 
securities, net of tax ........ a —_ _ —_— 241 241 
Net INCOME i.6% seeds esas os — — — 111,099 — 111,099 
Balance, December 31, 2005.... 131,662,871 $1,317 $1,105,604 $244,524 $ 18,684 $1,370,129 
2003 2004 2005 
COMPREHENSIVE INCOME: 
Net Income. ........cceeccceccceccueeveceeeeeeeeuuueeeeeeeeees $ 84,637 $ 94,191 $111,099 
Other Comprehensive (Loss) Income: 
Foreign Currency Translation Adjustments...................0. 16,466 14,669 (4,300) 
Market Value Adjustments for Hedging Contracts, Net of Tax 
Provision of $2,268, $4,955 and $973...........000c cece eee 6,215 13,576 2,458 
Market Value Adjustments for Securities, Net of Tax............ 311 86 241 
Comprehensive Income........... 0.0: cece cece eee teen teens $107,629 $122,522 $109,498 


The accompanying notes are an integral part of these consolidated financial statements. 
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IRON MOUNTAIN INCORPORATED 
CONSOLIDATED STATEMENTS OF CASH FLOWS 


(In thousands) 
Year Ended December 31, 
2003 2004 2005 

Cash Flows from Operating Activities: 

INGEIMCOMES 5 5:eccts ented 0.0 5082 bacrsy cooene eh Re baa Sameera ee ate saan’ $ 84,637 $ 94,191 $ 111,099 
Adjustments to reconcile net income to cash flows from operating activities: 

Cumulative effect of change in accounting principle (net of tax benefit) .... = — 2,751 

Minority interests in earnings of subsidiaries, net.................--0005 5,622 2,970 1,684 

DE PLeCiatiON ig. sco:dc.cieacaegie eaten Bales mega alae dawtods Weare dunedag sale w gual 123,974 151,947 170,698 

Amortization (includes deferred financing costs and bond discount of $3,654, 

$3,646 and $4,951, respectively).......... 0.000 cece eee eee eee eee ees 10,598 15,328 21,175 

Stock compensation expense... 1.22... eee eects 1,664 3,857 6,189 

Provision for deferred income taxeS........ 0... c cee cece teen eens 61,485 62,165 59,470 

Loss on early extinguishment of debt ............. 00... cece eee 28,175 2,454 = 

Loss (Gain) on disposal/writedown of property, plant and equipment, net . . 1,130 (681) (3,485) 

(Gain) Loss on foreign currency and other, net .....................00. (30,625) 5,227 6,472 
Changes in Assets and Liabilities (exclusive of acquisitions): 

Accounts receivable «.ic.checcnes op cide eo ea eae ed oe (16,004) (48,020) = (45,572) 

Prepaid expenses and other current assets.............. 000.0 c eee eee eee 6 (7,462) (13,360) 

Accounts payable: go csuwdcad ores bee kana ie emanated ee 979 12,366 21,017 

Accrued expenses, deferred revenue and other current liabilities.......... 18,134 9,852 34,360 

Other assets and long-term liabilities..................... 0.0... e eee, (1,082) 1,170 4,678 

Cash Flows from Operating Activities»... 0.0.0... eee eee eee eee 288,693 305,364 377,176 
Cash Flows from Investing Activities: 

Capital xpenGitures. 246s egies adore deere ath why anos Pe taoe we eee (204,477) (231,966) (272,129) 

Cash paid for acquisitions, net of cash acquired ..................0.0005 (379,890) (384,338) (178,238) 

Additions to customer relationship and acquisition costs...............0.. (12,577) (12,472) = (13,431) 

Investment in convertible preferred stock ........... 0... c cece eee eee (1,357) (858) — 

Proceeds from sales of property and equipment and other, net ........... 11,667 3,111 27,623 

Cash Flows from Investing Activities ........ 00... c cece eee ees (586,634) (626,523) (436,175) 
Cash Flows from Financing Activities: 

Repayment of debt and term loans........... 00... c cece eee (698,817) (1,085,013) (509,595) 

Proceeds from debt and term loans ............. 00 cece cece nee 744,016 1,148,275 568,726 

Early retirement Of MOLES v2.06 ot tee dies ead eb tine Wygeaow ew Be ee (374,258) (20,797) = 

Net proceeds from sales of senior subordinated notes..................- 617,179 269,427 — 

Debt financing (repayment to) and equity contribution from (distribution to) 

minority Shareholders, Nts oc... wisiee deere and e: geeceaere ae Gatesaae een 20,225 (41,978) (2,399) 

Proceeds from exercise of stock options........... 0... e cece eee eee eee 8,426 18,041 25,649 

Payment of debt financing costs and stock issuance costs ................ (1,717) (11,386) (932) 

Cash Flows from Financing Activities ........ 00... cee eee eee eee 315,054 276,569 81,449 
Effect of Exchange Rates on Cash and Cash Equivalents .................. 1,278 1,849 (979) 
Increase (Decrease) in Cash and Cash Equivalents.....................0. 18,391 (42,741) 21,471 
Cash and Cash Equivalents, Beginning of Year .............-...02 2 eee eee 56,292 74,683 31,942 
Cash and Cash Equivalents, End of Year ................. eee eee ee ee ee $ 74,683 $ 31,942 $ 53,413 
Supplemental Information: 
Cash Paid for Interest: oc sc0sedate dnd sods Faded bee ees SEERA SEW ESS $ 126,952 $ 169,929 $ 183,657 
Cash Paid for Income TaxeS ........ 0... ccc cee tence eect nee $ 8,316 $ 6,888 $ 21,858 
Non-Cash Investing Activities: 

Capital Leases sass oe saee o28 ceieaeine das cee eedenne bos cee ia oe $ 3,940 $ 1,506 $ 23,886 

Capital Expenditures io. ccc snes. edie tie iene ede ketene teases $ — §$ — $ 19,124 


The accompanying notes are an integral part of these consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 2005 


(In thousands, except share and per share data) 


1. Nature of Business 


On May 27, 2005, Iron Mountain Incorporated, a Pennsylvania corporation (“Iron Mountain PA”), 
reincorporated as a Delaware corporation. The reincorporation was effected by means of a statutory 
merger (the “Merger’) of Iron Mountain PA with and into Iron Mountain Incorporated, a Delaware 
corporation (“Iron Mountain DE”), a wholly owned subsidiary of Iron Mountain PA. In connection with 
the Merger, Iron Mountain DE succeeded to and assumed all of the assets and liabilities of Iron Mountain 
PA. Apart from the change in its state of incorporation, the Merger had no effect on Iron Mountain PA’s 
business, board composition, management, employees, fiscal year, assets or liabilities, or location of its 
facilities, and did not result in any relocation of management or other employees. The Merger was 
approved at the Annual Meeting of Stockholders held on May 26, 2005. Upon consummation of the 
Merger, Iron Mountain DE succeeded to Iron Mountain PA’s reporting obligations and continued to be 
listed on the New York Stock Exchange under the symbol IRM. 


The accompanying financial statements represent the consolidated accounts of Iron Mountain 
Incorporated, a Delaware corporation, and its subsidiaries. We are an international full-service provider of 
information protection and storage and related services for all media in various locations throughout the 
United States, Canada, Europe, Australia, New Zealand, Mexico and South America to numerous 
commercial, legal, banking, health care, accounting, insurance, entertainment and government 
organizations, including more than 90% of the Fortune 1000 and more than 75% of the FTSE 100. 


2. Summary of Significant Accounting Policies 
a. Principles of Consolidation 


The accompanying financial statements reflect our financial position and results of operations on a 
consolidated basis. Financial position and results of operations of Iron Mountain Europe Limited 
(“IME”), our European subsidiary, are consolidated for the appropriate periods based on its fiscal year 
ended October 31. All significant intercompany account balances have been eliminated or presented to 
reflect the underlying economics of the transactions. 


b. Use of Estimates 


The preparation of financial statements in conformity with accounting principles generally accepted in 
the United States of America requires us to make estimates, judgments and assumptions that affect the 
reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets 
and liabilities at the date of the financial statements and for the period then ended. On an on-going basis, 
we evaluate the estimates used, including those related to accounting for acquisitions, allowance for 
doubtful accounts and credit memos, impairments of tangible and intangible assets, income taxes, stock- 
based compensation and self-insured liabilities. We base our estimates on historical experience, actuarial 
estimates, current conditions and various other assumptions that we believe to be reasonable under the 
circumstances. These estimates form the basis for making judgments about the carrying values of assets 
and liabilities and are not readily apparent from other sources. Actual results may differ from these 
estimates. 
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(In thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (Continued) 
c. Cash and Cash Equivalents 


Cash and cash equivalents include cash on hand and cash invested in short-term securities which have 
remaining maturities at the date of purchase of less than 90 days. Cash and cash equivalents are carried at 
cost, which approximates fair value. 


d. Foreign Currency 


Local currencies are considered the functional currencies for our operations outside the United 
States. All assets and liabilities are translated at period-end exchange rates, and revenues and expenses are 
translated at average exchange rates for the applicable period, in accordance with Statement of Financial 
Accounting Standards (“SFAS”) No. 52, “Foreign Currency Translation.” Resulting translation 
adjustments are reflected in the accumulated other comprehensive items component of stockholders’ 
equity. The gain or loss on foreign currency transactions, calculated as the difference between the 
historical exchange rate and the exchange rate at the applicable measurement date, including those related 
to (a) U.S. dollar denominated 8%% senior notes of our Canadian subsidiary (the “Subsidiary notes”), 
which were fully redeemed as of March 31, 2004, (b) our 74% GBP Senior Subordinated Notes due 2014 
(the “744% notes”), (c) the borrowings in certain foreign currencies under our revolving credit agreements, 
and (d) certain foreign currency denominated intercompany obligations of our foreign subsidiaries to us 
and between our foreign subsidiaries, are included in other (income) expense, net, on our consolidated 
statements of operations. The total of such net gains amounted to $30,223, $8,915 and a net loss of $7,201 
for the years ended December 31, 2003, 2004 and 2005, respectively. 


e. Derivative Instruments and Hedging Activities 


SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities,” requires that every 
derivative instrument be recorded in the balance sheet as either an asset or a liability measured at its fair 
value. Periodically, we acquire derivative instruments that are intended to hedge either cash flows or values 
which are subject to foreign exchange or other market price risk, and not for trading purposes. We have 
formally documented our hedging relationships, including identification of the hedging instruments and 
the hedged items, as well as our risk management objectives and strategies for undertaking each hedge 
transaction. Given the recurring nature of our revenues and the long term nature of our asset base, we 
have the ability and the preference to use long term, fixed interest rate debt to finance our business, 
thereby preserving our long term returns on invested capital. We target a range 80% to 85% of our debt 
portfolio to be fixed with respect to interest rates. Occasionally, we will use floating to fixed interest rate 
swaps as a tool to maintain our targeted level of fixed rate debt. In addition, we will use borrowings in 
foreign currencies, either obtained in the U.S. or by our foreign subsidiaries, to naturally hedge foreign 
currency risk associated with our international investments. Sometimes we enter into currency swaps to 
temporarily hedge an overseas investment, such as a major acquisition, while we arrange permanent 
financing. 
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(In thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (Continued) 
f. Property, Plant and Equipment 


Property, plant and equipment are stated at cost and depreciated using the straight-line method with 
the following useful lives: 


Buildings sc iv ec cswiavenavnrawass 40 to 50 years 

Leasehold improvements ........... 8 to 10 years or the life of the lease, 
whichever is shorter 

15:16:01) ee 5 to 20 years 

Warehouse equipment.............. 3 to 9 years 

MCNICIES cinerea oar patie tate hse oh hte 5 to 10 years 

Furniture and fixtures .............. 2 to 5 years 

Computer hardware and software.... 3 to 5 years 


Property, plant and equipment, at cost, consist of the following: 


December 31, 
2005 


2004 
Land and buildings. ............. 0.00 cece cece eee eee $ 819,221 $ 846,171 
Leasehold improvements .......... 00s eeee cere eee 181,452 208,693 
FRACK IMG: 5 ap lerd orien dee g rat} otgcstepesiete suvinsaaue.ah bot aseastoueeeets 699,104 809,899 
Warehouse equipment/vehicles...................000, 117,740 146,593 
Furniture and fixtures ........ 00.0. c ec cece eee eee 51,075 58,184 
Computer hardware and software..................... 326,613 381,024 
Construction in progress......... 00. eee eee eee 71,634 106,316 


$2,266,839 $2,556,880 


Minor maintenance costs are expensed as incurred. Major improvements which extend the life, 
increase the capacity or improve the safety or the efficiency of property owned are capitalized. Major 
improvements to leased buildings are capitalized as leasehold improvements and depreciated. 


We develop various software applications for internal use. Payroll and related costs for employees 
who are directly associated with, and who devote time to, the development of internal use computer 
software projects (to the extent of the time spent directly on the project) are capitalized in accordance with 
Statement of Position 98-1, “Accounting for the Costs of Computer Software Developed or Obtained for 
Internal Use” (“SOP 98-1”). Capitalization begins when the design stage of the application has been 
completed and it is probable that the project will be completed and used to perform the function intended. 
Capitalized software costs are depreciated over the estimated useful life of the software beginning when 
the software is placed in service. 


In March 2005, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation 
No. 47, “Accounting for Conditional Asset Retirement Obligations (FIN 47), an interpretation of SFAS 
No. 143, “Accounting for Asset Retirement Obligations” (SFAS No. 143). FIN 47 clarifies that conditional 
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2. Summary of Significant Accounting Policies (Continued) 


asset retirement obligations meet the definition of liabilities and should be recognized when incurred if 
their fair values can be reasonably estimated. Uncertainty surrounding the timing and method of 
settlement that may be conditional on events occurring in the future are factored into the measurement of 
the liability rather than the existence of the liability. SFAS No. 143 established accounting and reporting 
standards for obligations associated with the retirement of tangible long-lived assets legally required by 
law, regulatory rule or contractual agreement and the associated asset retirement costs. SFAS No. 143 
requires entities to record the fair value of a liability for an asset retirement obligation in the period in 
which it is incurred. When the liability is initially recorded, the entity capitalizes the cost by increasing the 
carrying amount of the related long-lived asset, which is then depreciated over the useful life of the related 
asset. The liability is increased over time through income such that the liability will equate to the future 
cost to retire the long-lived asset at the expected retirement date. Upon settlement of the liability, an 
entity either settles the obligation for its recorded amount or incurs a gain or loss upon settlement. Our 
obligations are primarily the result of requirements under our facility lease agreements which generally 
have “return to original condition” clauses which would require us to remove or restore items such as 
shred pits, vaults, demising walls and office build-outs, among others. As of December 31, 2005, we have 
recognized the cumulative effect of initially applying FIN 47 as a cumulative effect of change in accounting 
principle as prescribed in FIN 47. The impact of adopting FIN 47 as of December 31, 2005 was a gross 
charge of $4,422 ($2,751, net of tax), an increase in property, plant and equipment, net of $1,889 and long- 
term liabilities of $6,311. The significant assumptions used in estimating our aggregate asset retirement 
obligation are the timing of removals, estimated cost and associated expected inflation rates that are 
consistent with historical rates and credit-adjusted risk-free rates that approximate our incremental 
borrowing rate. 


g. Goodwill and Other Intangible Assets 


We apply the provisions of SFAS No. 142, “Goodwill and Other Intangible Assets.” Under SFAS 
No. 142, goodwill and intangible assets with indefinite lives are not amortized but are reviewed annually 
for impairment or more frequently if impairment indicators arise. Separable intangible assets that are not 
deemed to have indefinite lives are amortized over their useful lives. 


We have selected October 1 as our annual goodwill impairment review date. We performed our 
annual goodwill impairment review as of October 1, 2003, 2004 and 2005 and noted no impairment of 
goodwill. In making this assessment, management relies on a number of factors including operating results, 
business plans, economic projections, anticipated future cash flows, and transactions and market place 
data. There are inherent uncertainties related to these factors and management’s judgment in applying 
them to the analysis of goodwill impairment. As of December 31, 2005, no factors were identified that 
would alter this assessment. Impairment adjustments recognized in the future, if any, will be recognized as 
operating expenses. Our operating segments at which level we perform our goodwill impairment analysis 
as of December 31, 2005 were as follows: Business Records Management, Data Protection, Fulfillment, 
Digital Archiving Services, Europe, South America, Mexico and Asia Pacific. When changes occur in the 
composition of one or more operating segments, the goodwill is reassigned to the segments affected based 
on their relative fair value. 


58 


IRON MOUNTAIN INCORPORATED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
DECEMBER 31, 2005 


(In thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (Continued) 


Goodwill valuations have been calculated using an income approach based on the present value of 
future cash flows of each operating segment. This approach incorporates many assumptions including 
future growth rates, discount factors, expected capital expenditures and income tax cash flows. Changes in 
economic and operating conditions impacting these assumptions could result in a goodwill impairment in 
future periods. 


The changes in the carrying value of goodwill attributable to each reportable operating segment for 
the years ended December 31, 2004 and 2005 is as follows: 


Business 
Records Data Corporate Total 
Management Protection International —& Other Consolidated 

Balance as of December 31, 2003........ $1,218,472 $244,621 $311,815 $ 1,371 $1,776,279 
Deductible goodwill acquired during the 

VOal 2c iieed tees ee eeeeeeeereee 50,408 881 55,297 3,238 109,824 
Non-deductible goodwill acquired during 

the Year niacdaciiodwsenction ia eta 11,106 1,599 11,141 73,667 97,513 
Adjustments to purchase reserves ....... (414) (104) = 11,966 — 11,448 
Fair value adjustments................. (1,701) (31) 940 — (792) 
Currency effects and other adjustments . . 12,780 — 33,214 (49) 45,945 
Balance as of December 31, 2004........ 1,290,651 246,966 424,373 78,227 2,040,217 
Deductible goodwill acquired during the 

Veal aavangtciak duets siadinbounas as 16,070 1,190 10,878 — 28,138 
Non-deductible goodwill acquired during 

the Veatniattieoncinssimioioinisdes 11,407 4,464 47,209 22,298 85,378 
Adjustments to purchase reserves ....... (328) — (854) 308 (874) 
Fair value adjustments................. 954 (132) (1,951) (1,427) (2,556) 
Currency effects and other adjustments . . 6,104 84 — (15,913) — (1,937) (11,662) 
Balance as of December 31, 2005........ $1,324,858 $252,572 $463,742 $97,469 $2,138,641 


h. Long-Lived Assets 


In accordance with SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived 
Assets”, we review long-lived assets and all amortizable intangible assets for impairment whenever events 
or changes in circumstances indicate the carrying amount of such assets may not be recoverable. 
Recoverability of these assets is determined by comparing the forecasted undiscounted net cash flows of 
the operation to which the assets relate to their carrying amount. The operations are generally 
distinguished by the business segment and geographic region in which they operate. If the operation is 
determined to be unable to recover the carrying amount of its assets, then intangible assets are written 
down first, followed by the other long-lived assets of the operation, to fair value. Fair value is determined 
based on discounted cash flows or appraised values, depending upon the nature of the assets. 


Consolidated losses on disposal/writedown of property, plant and equipment, net of $1,130 in the year 
ended December 31, 2003 consisted of disposals and asset writedowns partially offset by approximately 
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2. Summary of Significant Accounting Policies (Continued) 


$4,200 of gains on the sale of properties in Texas, Florida and the U.K. Consolidated gains on 
disposal/writedown of property, plant and equipment, net of $681 for the year ended December 31, 2004, 
consisted primarily of a gain on the sale of a property in Florida during the second quarter of 2004 of 
approximately $1,200 offset by disposals and asset writedowns. Consolidated gains on disposal/writedown 
of property, plant and equipment, net of $3,485 for the year ended December 31, 2005, consisted primarily 
of a gain on the sale of a facility in the U.K. during the fourth quarter of 2005 of approximately $4,500 
offset by software asset writedowns. 


i. Customer Relationships and Acquisition Costs and Other Intangible Assets 


Costs related to the acquisition of large volume accounts, net of revenues received for the initial 
transfer of the records, are capitalized and amortized over periods ranging from five to 30 years (weighted 
average of 28 years at December 31, 2005). If the customer terminates its relationship with us, the 
unamortized cost is charged to expense. However, in the event of such termination, we collect, and record 
as income, permanent removal fees that generally equal or exceed the amount of the unamortized costs. 
Customer relationship intangible assets acquired through business combinations are amortized over 
periods ranging from six to 30 years (weighted average of 19 years at December 31, 2005). As of 
December 31, 2004 and 2005, the gross carrying amount of customer relationships and acquisition costs 
was $213,378 and $264,728, respectively, and accumulated amortization of those costs was $23,598 and 
$35,722, respectively. For the years ended December 31, 2003, 2004 and 2005, amortization expense was 
$4,395, $10,044 and $12,910, respectively. 


Other intangible assets, including noncompetition agreements, acquired core technology and 
trademarks, are capitalized and amortized over a weighted average period of eight years. As of 
December 31, 2004 and 2005, the gross carrying amount of other intangible assets was $26,410 and $30,094 
respectively, and accumulated amortization of those costs was $9,447 and $5,082, respectively, included in 
other in other assets in the accompanying consolidated balance sheets. For the years ended December 31, 
2003, 2004 and 2005, amortization expense was $2,559, $1,638 and $3,314, respectively, included in 
depreciation and amortization in the accompanying consolidated statements of operations. 


Estimated amortization expense for existing intangible assets (excluding deferred financing costs 
which are amortized through interest expense) for the next five succeeding fiscal years is as follows: 


Estimated Amortization Expense 


DG ap sriciina deity ndeiachepins nb natestva- nina teivaneachpiesiie $17,987 
QM cttadacead chad dad adda dacadadakadadada dacs 17,827 
DO tact ceccace cect decceck dcrecbedecceck ceslodeecechsdeceslndeecachs eco 17,616 
DWI cs sea ta na seats aa sais saab ta aaseateaaes 17,410 
| eee e ie eee eer Seer T ueT reer Tier eer rier 16,579 


j. Deferred Financing Costs 


Deferred financing costs are amortized over the life of the related debt using the effective interest rate 
method. If debt is retired early, the related unamortized deferred financing costs are written off in the 
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2. Summary of Significant Accounting Policies (Continued) 


period the debt is retired to other (income) expense, net. As of December 31, 2004 and 2005, gross 

carrying amount of deferred financing costs was $46,231 and $46,697, respectively, and accumulated 

amortization of those costs was $9,641 and $15,091, respectively, and was recorded in interest expense, net. 
k. Accrued Expenses 


Accrued expenses consist of the following: 


December 31, 

2004 2 
WGAGST CSU esycesieat rst greed asnat bed oretcagiaes oat aneendianet st aesta satel ean oeaeties $ 50,669 $ 49,800 
Payroll and vacation’. tics aacrs ters aoa aees chon nae eee 43,637 42,456 
Derivative liability 2.0.0... cece cece teen 7,150 2,359 
Restructuring costs (see Note 6) ............... ee eee eee 21,414 5,541 
Incentive compensation. ........... 0... c cece eee eee ee eee 21,789 32,364 
QUE ais ic tiies: sisiha side cede Rana dete, eRe da ded aead te 91,484 134,200 


$236,143 $266,720 


l. Revenues 


Our revenues consist of storage revenues as well as service and storage material sales revenues. 
Storage revenues consist of periodic charges related to the storage of materials or data (generally on a per 
unit or per cubic foot of records basis). Service and storage material sales revenues are comprised of 
charges for related service activities and courier operations and the sale of software licenses and storage 
materials. Related core service revenues arise from: (a) the handling of records including the addition of 
new records, temporary removal of records from storage, refiling of removed records, destruction of 
records, and permanent withdrawls from storage; (b) courier operations, consisting primarily of the pickup 
and delivery of records upon customer request; (c) secure shredding of sensitive documents; and (d) other 
recurring services including maintenance and support contracts. Our complementary services revenues 
arise from special project work, including data restoration, providing fulfillment services, consulting 
services and product sales, including software licenses, specially designed storage containers, magnetic 
media including computer tapes and related supplies. 


We recognize revenue when the following criteria are met: persuasive evidence of an arrangement 
exists, services have been rendered, the sales price is fixed or determinable, and collectability of the 
resulting receivable is reasonably assured. Storage and service revenues are recognized in the month the 
respective storage or service is provided and customers are generally billed on a monthly basis on 
contractually agreed-upon terms. Amounts related to future storage or prepaid service contracts, including 
maintenance and support contracts, for customers where storage fees or services are billed in advance are 
accounted for as deferred revenue and recognized ratably over the applicable storage or service period or 
when the service is performed. Storage material sales are recognized when shipped to the customer and 
include software license sales (less than 1% of consolidated revenues in 2005). Sales of software licenses to 
distributors are recognized at the time a distributor reports that the software has been licensed to an end- 
user and all revenue recognition criteria have been satisfied. 
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2. Summary of Significant Accounting Policies (Continued) 
m. Rent Normalization 


We have entered into various leases for buildings. Certain leases have fixed escalation clauses or other 
features which require normalization of the rental expense over the life of the lease resulting in deferred 
rent being reflected in the accompanying consolidated balance sheets. In addition, we have assumed 
various above and below market leases in connection with certain of our acquisitions. The difference 
between the present value of these lease obligations and the market rate at the date of the acquisition was 
recorded as a prepaid rent or deferred rent liability and is being amortized over the remaining lives of the 
respective leases. 


n. Stock-Based Compensation 


As of January 1, 2003, we adopted the measurement provisions of SFAS No. 123, “Accounting for 
Stock-Based Compensation,” as amended by SFAS No. 148, “Accounting for Stock-Based 
Compensation—Transition and Disclosure.” As a result we began using the fair value method of 
accounting for stock-based compensation in our financial statements beginning January 1, 2003 using the 
prospective method. The prospective method involves recognizing expense for the fair value for all awards 
granted or modified in the year of adoption and thereafter with no expense recognition for previous 
awards. Additionally, we recognize expense related to the discount embedded in our employee stock 
purchase plan. We will apply the fair value recognition provisions to all stock based awards granted, 
modified or settled on or after January 1, 2003 and will continue to provide the required pro forma 
information for all awards previously granted, modified or settled before January 1, 2003. 


Had we elected to recognize compensation cost based on the fair value of the options granted at grant 
date as prescribed by SFAS No. 123 and No. 148, net income and net income per share would have been 
changed to the pro forma amounts indicated in the table below: 


Year Ended December 31, 
2003 2004 2005 

Net income, as reported........... cece cece eee teen eeee $84,637 $94,191 $111,099 
Add: Stock-based employee compensation expense included in reported 

net income, net of tax benefit ...... 00... ccc eee ees 984 3,567 4,757 
Deduct: Total stock-based employee compensation expense determined 

under fair value based method for all awards, net of tax benefit ..... (3,304) — (5,432) (5,965) 
Net income, pro forma........... 0. cece cece eee eee eee eens $82,317 $92,326 $109,891 
Earnings per share: 

Basic—as reported ........ 02. n nee ee $ 066 $ 0.73 $ 0.85 

IBASIC— LO LOLI A a Sssh.cp.o.nie sheusrs! eadaale wheyehelghtucds: Shouehe! ehtysis Whexale sieved gheusdo std 0.65 0.72 0.84 

Diluted—as reported ...... 0... eee cece eee eens 0.65 0.72 0.84 

Diluted—pro forma ........ 00. eee eee eens 0.63 0.70 0.83 
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The weighted average fair value of options granted in 2003, 2004 and 2005 was $10.97, $8.58 and 
$11.85 per share, respectively. The values were estimated on the date of grant using the Black-Scholes 
option pricing model. The following table summarizes the weighted average assumptions used for grants in 
the year ended December 31: 


Weighted Average Assumption 2003 2004 2005 
Expected volatility .....................00. 27.0% 24.8% 26.5%(1) 
Risk-free interest rate ...............00000. 2.91 3.41 4.12 
Expected dividend yield.................... None None None 
Expected life of the option................. 5.0 years 5.0 years 6.6 years 


(1) Calculated utilizing daily historical volatility over a period that equates to the expected life of the 
option. 


o. Income Taxes 


We account for income taxes in accordance with SFAS No. 109, “Accounting for Income Taxes,” 
which requires the recognition of deferred tax assets and liabilities for the expected future tax 
consequences of temporary differences between the tax and financial reporting basis of assets and 
liabilities and for loss and credit carryforwards. Valuation allowances are provided when recovery of 
deferred tax assets is not considered likely. 


p. Income Per Share—Basic and Diluted 


In accordance with SFAS No. 128, “Earnings per Share,” basic net income per common share is 
calculated by dividing net income by the weighted average number of common shares outstanding. The 
calculation of diluted net income per share is consistent with that of basic net income per share but gives 
effect to all potential common shares (that is, securities such as options, warrants or convertible securities) 
that were outstanding during the period, unless the effect is antidilutive. Potential common shares, 
substantially attributable to stock options, included in the calculation of diluted net income per share 
totaled 2,177,201, 2,092,831 and 1,411,082 shares for the years ended December 31, 2003, 2004 and 2005, 
respectively. Potential common shares of 570,456, 91,045 and 640,938 for the years ended December 31, 
2003, 2004 and 2005, respectively, have been excluded from the calculation of diluted net income per 
share, as their effects are antidilutive. 


q. New Accounting Pronouncements 


In December 2004, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 123R, 
“Share-Based Payment.” SFAS No. 123R is a revision of SFAS No. 123 and supersedes Accounting 
Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB No. 25”). We 
adopted the measurement provisions of SFAS No. 123 and SFAS No. 148 in our financial statements 
beginning January 1, 2003 using the prospective method. The prospective method involves recognizing 
expense for the fair value for all awards granted or modified in the year of adoption and thereafter with no 
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2. Summary of Significant Accounting Policies (Continued) 


expense recognition for previous awards. We have applied the fair value recognition provisions to all stock 
based awards granted, modified or settled on or after January 1, 2003. 


Among other items, SFAS No. 123R eliminates the use of APB No. 25 and the intrinsic value method 
of accounting, and requires companies to recognize the cost of employee services received in exchange for 
awards of equity instruments, based on the grant date fair value of those awards, in the financial 
statements. The effective date of SFAS No. 123R is the first reporting period in the first fiscal year 
beginning after June 15, 2005, which would be our first quarter of 2006. SFAS No. 123R permits 
companies to adopt its requirements using either a “modified prospective” method, or a “modified 
retrospective” method. Under the “modified prospective” method, compensation cost is recognized in the 
financial statements beginning with the effective date, based on the requirements of SFAS No. 123R for all 
share-based payments granted after that date, and based on the requirements of SFAS No. 123 for all 
unvested awards granted prior to the effective date of SFAS No. 123R. Under the “modified retrospective” 
method, the requirements are the same as under the “modified prospective” method, but this method also 
permits entities to restate financial statements of previous periods based on pro forma disclosures made in 
accordance with SFAS No. 123. 


SFAS No. 123R also requires that the benefits associated with the tax deductions in excess of 
recognized compensation cost be reported as a financing cash flow, rather than as an operating cash flow 
as required under current rules. This requirement will reduce net operating cash flows and increase net 
financing cash flows in periods after the effective date. Since we do not pay significant cash taxes currently, 
we do not expect this provision to materially impact our statement of cash flows within the next few years. 


We will adopt SFAS No. 123R effective January 1, 2006 using the modified prospective method of 
implementation. Based on outstanding stock options granted to employees prior to our prospective 
implementation of the measurement provisions of SFAS No. 123 and SFAS No. 148 on January 1, 2003, we 
expect to record approximately $900 of additional stock compensation expense in 2006 associated with 
unvested stock option grants issued prior to January 1, 2003. 


r. Rollforward of Allowance for Doubtful Accounts and Credit Memo Reserves 


Balance at Balance at 
Beginning of the Chargedto Charged to Other End of 
Year Ended December 31, Year Revenue Expense Additions(1) Deductions (2) the Year 
BS sete dats ten an dates $21,409 $14,657 $(2,292) $9,133 $(21,985) $20,922 
1 | a ee 20,922 17,858 (4,569) 4,397 (24,722) 13,886 
2005's ss2seaa eee dadeds 13,886 21,124 4,402 67 (24,957) 14,522 


(1) Primarily consists of recoveries of previously written-off accounts receivable, allowances of businesses 
acquired and the impact associated with currency translation adjustments. 


(2) Primarily consists of the write-off of accounts receivable and adjustments to allowances of businesses 
acquired. 
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2. Summary of Significant Accounting Policies (Continued) 
s. Accumulated Other Comprehensive Items, Net 


Accumulated other comprehensive items, net consists of the following: 


December 31, 
2004 2005 
Foreign currency translation adjustments .................... $22,559 $18,259 
Market value adjustments for hedging contracts, net of tax..... (2,671) (213) 
Market value adjustments for securities, net of tax ............ 397 638 


$20,285 $18,684 


t. Concentrations of Credit Risk 


Financial instruments that potentially subject us to concentrations of credit risk consist principally of 
temporary cash investments and accounts receivable. We have no significant concentrations of credit risk 
as of December 31, 2005. 


u. Reclassifications 


Certain reclassifications have been made to the 2003 and 2004 consolidated financial statements to 
conform to the 2005 presentation. 


3. Derivative Instruments and Hedging Activities 


We have entered into two interest rate swap agreements, which are derivatives as defined by SFAS 
No. 133 and designated as cash flow hedges. These swap agreements hedge interest rate risk on certain 
amounts of our term loan. For all qualifying and highly effective cash flow hedges, the changes in the fair 
value of the derivatives are recorded in other comprehensive income (loss). Specifically, we chose to swap 
the interest rates on $195,500 of floating rate debt to fixed rate as discussed in Note 4(a). Since entering 
into these two swap agreements, interest rates have fallen. As a result, the estimated cost to terminate 
these swaps (fair value of derivative liability) would be $4,333 and $122 at December 31, 2004 and 2005, 
respectively. We have recorded, in the accompanying consolidated balance sheets, the fair value of the 
derivative liability, a deferred tax asset and a corresponding charge to accumulated other comprehensive 
items of $4,333 ($2,910 recorded in accrued expenses and $1,423 recorded in other long-term liabilities), 
$1,585 and $2,748, respectively, as of December 31, 2004. We have recorded, in the accompanying 
consolidated balance sheets, the fair value of the derivative liability, a deferred tax asset and a 
corresponding charge to accumulated other comprehensive items of $122 (which was all recorded in 
accrued expenses), $48 and $74, respectively, as of December 31, 2005. Additionally, as a result of the 
foregoing, for the years ended December 31, 2003, 2004 and 2005, we recorded additional interest expense 
of $8,709, $8,460 and $3,952 resulting from interest rate swap payments. These interest rate swap 
agreements were determined to be highly effective, and therefore no ineffectiveness was recorded in 
earnings. 
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3. Derivative Instruments and Hedging Activities (Continued) 


We have entered into a third interest rate swap agreement, which was designated as a cash flow hedge. 
This swap agreement hedged interest rate risk on certain amounts of our variable operating lease 
commitments. Specifically, we chose to swap the variable component of $47,500 of certain operating lease 
commitments to fixed operating lease commitments. This swap expired in March 2005. As a result, the 
estimated cost to terminate these swaps (fair value of derivative liability) would be $140 and $0 at 
December 31, 2004 and 2005, respectively. We have recorded, in the accompanying consolidated balance 
sheet, the estimated cost to terminate this swap (fair value of the derivative liability) of $140 (which was all 
recorded in accrued expenses) as of December 31, 2004. The total impact of marking to market the fair 
market value of the derivative liability and cash payments associated with the interest rate swaps 
agreement resulted in our recording additional interest expense of $2,083, interest expense of $1,246 and 
interest income of $6 for the years ended December 31, 2003, 2004 and 2005, respectively. 


In connection with certain real estate loans, we swapped $97,000 of floating rate debt to fixed rate 
debt. Since the time we entered into the swap agreement, interest rates have fallen. As a result, the 
estimated cost to terminate these swaps (fair value of derivative liability) would be $6,934 and $2,458 at 
December 31, 2004 and 2005, respectively. We have recorded, in the accompanying consolidated balance 
sheet, the estimated cost to terminate this swap (fair value of the derivative liability) of $6,934 ($4,100 
recorded in accrued expenses and $2,834 recorded in other long-term liabilities) as of December 31, 2004. 
We have recorded, in the accompanying consolidated balance sheet, the estimated cost to terminate this 
swap (fair value of the derivative liability) of $2,458 ($2,031 recorded in accrued expenses and $427 
recorded in other long-term liabilities) as of December 31, 2005. Additionally, as a result of the foregoing, 
for the year ended December 31, 2003, we recorded additional interest expense of $4,806 resulting from 
interest rate swap payments. As a result of the repayment of the real estate term loans, we recorded an 
additional $8,656 of interest in the third quarter of 2004, representing the fair value of the derivative 
liability. The total impact of marking to market the fair market value of the derivative liability and cash 
payments associated with the interest rate swap agreement resulted in our recording additional interest 
expense of $11,565 and interest income of $1,698 for the years ended December 31, 2004 and 2005, 
respectively. 


In July 2003, we provided the initial financing totaling 190,459 British pounds sterling to IME for all 
of the consideration associated with the acquisition of the European information management services 
business of Hays plc (“Hays IMS”) using cash on hand and borrowings under our revolving credit facility. 
We recorded a foreign currency gain of $27,777 in other (income) expense, net for this intercompany 
balance for the year ended December 31, 2003. In March 2004, IME repaid 135,000 British pounds sterling 
with proceeds from their new credit agreement. We recorded a foreign currency gain of $11,866 in other 
(income) expense, net for this intercompany balance in the first quarter of 2004. In order to minimize the 
foreign currency risk associated with providing IME with the consideration necessary for the acquisition of 
the European operations of Hays IMS, we borrowed 80,000 British pounds sterling under our revolving 
credit facility to create a natural hedge. We recorded a foreign currency loss of $11,496 on the translation 
of this revolving credit balance to U.S. dollars in other (income) expense, net for the year ended 
December 31, 2003. In the first quarter of 2004, these borrowings were repaid and we recorded a foreign 
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3. Derivative Instruments and Hedging Activities (Continued) 


currency loss of $2,995 on the translation of this revolving credit balance to U.S. dollars in other (income) 
expense, net. 


In addition, on July 16, 2003, we entered into two cross currency swaps with a combined notional value 
of 100,000 British pounds sterling. We settled these swaps in March 2004 by paying our counter parties a 
total of $27,714 representing the fair market value of the derivative and the associated swap costs, of which 
$18,978 was accrued for as of December 31, 2003. In the first quarter of 2004, we recorded a foreign 
currency loss for this swap of $8,736 in other (income) expense, net in the accompanying consolidated 
statement of operations. Upon cash payment, we received $162,800 in exchange for 100,000 British pounds 
sterling. We did not designate these swaps as hedges and, therefore, all mark to market fluctuations of the 
swaps were recorded in other (income) expense, net in our consolidated statements of operations from 
inception to cash payment of the swaps. 


In April 2004, IME entered into two floating for fixed interest rate swap contracts, each with a 
notional value of 50,000 British pounds sterling and a duration of two years, which were designated as cash 
flow hedges. These swap agreements hedge interest rate risk on IME’s 100,000 British pounds sterling 
term loan facility. We have recorded, in the accompanying consolidated balance sheet, the fair value of the 
derivative asset, a deferred tax liability and a corresponding increase to accumulated other comprehensive 
items of $115 (which was all recorded in other current assets), $39 and $76, respectively, as of 
December 31, 2004. We have recorded, in the accompanying consolidated balance sheet, the fair value of 
the derivative liability, a deferred tax asset and a corresponding charge to accumulated other 
comprehensive items of $207 (which was all recorded in accrued expenses), $68 and $139, respectively, as 
of December 31, 2005. For the years ended December 31, 2004 and 2005, we recorded additional interest 
expense of $202 and $32 resulting from interest rate swap cash payments. 
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4. Debt 


Long-term debt consists of the following: 


December 31, 
2004 
IMI Revolving Credit Facility.......... 0.0... ccc cece nee eee tence eens $ 122,563 $ 216,396 
IME Teriti.Loan Facility 3. cc ascecs cece csas teas ases thas anes beaennes bene a 349,000 345,500 
IME Revolving Credit Facility ...... 0... cece cece eens 101,478 84,262 
IME Term Loan Facility s cnicc. 0b tack taka tacdttdan ke tad ne tenes aie Rene 184,330 177,450 
8%4% Senior Subordinated Notes due 2011 (the “8%% notes”) .............. 149,715 149,760 
8% Senior Subordinated Notes due 2013 (the “8%% notes”) .............. 481,054 481,032 
7%% GBP Senior Subordinated Notes due 2014 (the “74% notes”) ......... 288,990 258,120 
74% Senior Subordinated Notes due 2015 (the “774% notes”) .............. 440,418 439,506 
6%% Senior Subordinated Notes due 2016 (the “6%% notes”) .............. 314,565 315,059 
Real Estate Mortgages... 0.0.0... cece eee eee eee eee 5,908 4,707 
CIS IN OLS soso. b crs tu-ecetsiscs baci besish ce suspend celtics o se-o ads sce ecatt rate cela dohb cals at astoesh aust aceiaesere.teats 11,307 9,398 
Ol a ee ee ee ee ee ee ee ee ee ee 28,694 48,241 
‘Total Long-term Debt 43. ciaicicicicioiciotaiqiciotieiaiciotaiaiaiatetos 2,478,022 2,529,431 
Less Current Portion <:i.is..002 09s ino cenanins eee ase av asaras ane aes (39,435) (25,905) 
Long-term Debt, Net of Current Portion ............... 0c cece eee eee eee $2,438,587 $2,503,526 


a. Revolving Credit Facility and Term Loans 


In March 2004, IME and certain of its subsidiaries entered into a credit agreement (the “IME Credit 
Agreement”) with a syndicate of European lenders. The IME Credit Agreement provides for maximum 
borrowing availability in the principal amount of 200,000 British pounds sterling, including a 100,000 
British pounds sterling revolving credit facility (the “IME revolving credit facility”), which includes the 
ability to borrow in certain other foreign currencies and a 100,000 British pounds sterling term loan (the 
“IME term loan facility”). The IME revolving credit facility matures on March 5, 2009. The IME term loan 
facility is payable in three installments; two installments of 20,000 British pounds sterling on March 5, 2007 
and 2008, respectively, and the final payment of the remaining balance on March 5, 2009. The interest rate 
on borrowings under the IME Credit Agreement varies depending on IMEP’s choice of currency options 
and interest rate period, plus an applicable margin. The IME Credit Agreement includes various financial 
covenants applicable to the results of IME, which may restrict IME’s ability to incur indebtedness under 
the IME Credit Agreement and from third parties, as well as limit IME’s ability to pay dividends to us. 
Most of IME’s non-dormant subsidiaries have either guaranteed the obligations or have their shares 
pledged to secure IMF’s obligations under the IME Credit Agreement. We have not guaranteed or 
otherwise provided security for the IME Credit Agreement nor have any of our U.S., Canadian, Asia 
Pacific, Mexican or South American subsidiaries. 


In March 2004, IME borrowed approximately 147,000 British pounds sterling under the IME Credit 
Agreement, including the full amount of the term loan. IME used those proceeds to repay us 135,000 
British pounds sterling related to our initial financing of the acquisition of Hays IMS, to repay amounts 
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4. Debt (Continued) 


outstanding under its prior term loan and revolving credit facility and to pay transaction costs associated 
with the IME Credit Agreement. We used the 135,000 British pounds sterling received from IME to: 

(1) pay down $103,932 of real estate term loans, (2) settle all obligations totaling $27,714 associated with 
terminating our two cross currency swaps used to hedge the foreign currency impact of our intercompany 
financing with IME related to the Hays IMS acquisition, and (3) to pay down amounts outstanding under 
our prior credit agreement. Our consolidated balance sheet as of December 31, 2004 included 155,052 
British pounds sterling ($285,808) of borrowings under the IME Credit Agreement. Our consolidated 
balance sheet as of December 31, 2005 included 147,500 British pounds sterling ($261,712) of borrowings 
under the IME Credit Agreement. The remaining availability, based on its current level of external debt 
and the leverage ratio under the IME revolving credit facility on October 31, 2005, was approximately 
61,400 British pounds sterling ($109,000). The interest rate in effect under the IME revolving credit facility 
ranged from 3.3% to 6.2% as of October 31, 2005. For the years ended December 31, 2004 and 2005, we 
recorded commitment fees of $396 and $806, respectively, based on 0.9% of unused balances under the 
IME revolving credit facility. 


On April 2, 2004 and subsequently on July 8, 2004, we entered into a new amended and restated 
revolving credit facility and term loan facility (the “IMI Credit Agreement”) to replace our prior credit 
agreement and to reflect more favorable pricing of our term loans. The IMI Credit Agreement had an 
aggregate principal amount of $550,000 and was comprised of a $350,000 revolving credit facility (the “IMI 
revolving credit facility”), which included the ability to borrow in certain foreign currencies, and a $200,000 
term loan facility (the “IMI term loan facility”). The IMI revolving credit facility matures on April 2, 2009. 
With respect to the IMI term loan facility, quarterly loan payments of $500 began in the third quarter of 
2004 and will continue through maturity on April 2, 2011, at which time the remaining outstanding 
principal balance of the IMI term loan facility is due. In November 2004, we entered into an additional 
$150,000 of term loans as permitted under our IMI Credit Agreement. The new term loans will mature at 
the same time as our current IMI term loan facility with quarterly loan payments of $375 that began in the 
first quarter of 2005 and will be priced at LIBOR plus a margin of 1.75%. On October 31, 2005, we entered 
into the second amendment to the IMI Credit Agreement increasing availability under the revolving credit 
facility from $350,000 to $400,000. As a result, the IMI Credit Agreement had an aggregate maximum 
principal amount of $750,000 as of December 31, 2005. The interest rate on borrowings under the IMI 
Credit Agreement varies depending on our choice of interest rate and currency options, plus an applicable 
margin. All intercompany notes and the capital stock of most of our U.S. subsidiaries are pledged to secure 
the IMI Credit Agreement. As of December 31, 2004, we had $122,563 of borrowings under our IMI 
revolving credit facility, of which $3,000 was denominated in U.S. dollars and the remaining balance was 
denominated in Canadian dollars (CAD 144,000); we also had various outstanding letters of credit totaling 
$22,099. As of December 31, 2005, we had $216,396 of borrowings under our IMI revolving credit facility, 
of which $9,000 was denominated in U.S. dollars and the remaining balance was denominated in Canadian 
dollars (CAD 168,328) and in Australian dollars (AUD 86,250); we also had various outstanding letters of 
credit totaling $23,974. The remaining availability, based on IMI’s current level of external debt and the 
leverage ratio under the IMI revolving credit facility, on December 31, 2005 was $159,630. The interest 
rate in effect under the IMI revolving credit facility and IMI term Loan facility was 5.8% and 6.2%, 
respectively, as of December 31, 2005. For the years ended December 31, 2004 and 2005, we recorded 
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4. Debt (Continued) 


commitment fees of $1,112 and $846 based on 0.5% of unused balances under the IMI revolving credit 
facility. 


In December 2000, we entered into an interest rate swap contract to hedge the risk of changes in 
market interest rates on our term loan. The instrument is a variable-for-fixed swap of quarterly interest 
payments payable on certain amounts of our term loan through 2006. The notional value of the swap 
equals $99,500 and has a fixed rate of 5.9% and a variable rate based on periodic three-month London 
Inter-Bank Offered Rate (LIBOR), this swap was reduced to the notional value of $51,500 as of 
December 31, 2005 and expired in February 2006. In January 2001, we entered into a second interest rate 
swap contract on our term loan. The notional value of the second swap equals $96,000 and has a fixed rate 
of 5.5% and a variable rate based on periodic three-month LIBOR, this swap expired in August 2005. 


The IME Credit Agreement and IMI Credit Agreement contain certain restrictive financial and 
operating covenants, including covenants that restrict our ability to complete acquisitions, pay cash 
dividends, incur indebtedness, make investments, sell assets and take certain other corporate actions. The 
covenants do not contain a rating trigger. Therefore, a change in our debt rating would not trigger a 
default under the IME Credit Agreement and IMI Credit Agreement. We were in compliance with all 
material debt covenants as of December 31, 2005. 


b. Notes Issued under Indentures 


As of December 31, 2005, we have five series of senior subordinated notes issued under various 
indentures, that are obligations of the parent company, Iron Mountain Incorporated and are subordinated 
to debt outstanding under the IMI Credit Agreement: 


e $150,000 principal amount of notes maturing on July 1, 2011 and bearing interest at a rate of 844% 
per annum, payable semi-annually in arrears on January 1 and July 1; 


e $480,874 principal amount of notes maturing on April 1, 2013 and bearing interest at a rate of 8% 
per annum, payable semi-annually in arrears on April 1 and October 1; 


e 150,000 British pounds sterling principal amount of notes maturing on April 15, 2014 and bearing 
interest at a rate of 7/4% per annum, payable semi-annually in arrears on April 15 and October 15, 
these notes are listed on the Luxembourg Stock Exchange; 


e $431,255 principal amount of notes maturing on January 15, 2015 and bearing interest at a rate of 
74% per annum, payable semi-annually in arrears on January 15 and July 15; and 


e $320,000 principal amount of notes maturing on January 1, 2016 and bearing interest at a rate of 
6%%% per annum, payable semi-annually in arrears on January 1 and July 1. 


The senior subordinated notes are fully and unconditionally guaranteed, on a senior subordinated 
basis, by substantially all of our direct and indirect wholly owned U.S. subsidiaries (the “Guarantors”). 
These guarantees are joint and several obligations of the Guarantors. The remainder of our subsidiaries do 
not guarantee the senior subordinated notes. 
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4. Debt (Continued) 


For the year ended December 31, 2003 and 2004, we recorded a charge to other (income) expense, net 
of $28,174 and $2,454, respectively, related to the early retirement of various debt instruments. 


Each of the indentures for the notes provides that we may redeem the outstanding notes, in whole or 
in part, upon satisfaction of certain terms and conditions. In any redemption, we are also required to pay 
all accrued but unpaid interest on the outstanding notes. 


The following table presents the various redemption dates and prices of the public notes. The 
redemption dates reflect the date at or after which the notes may be redeemed at our option at a premium 
redemption price. After these dates, the notes may be redeemed at 100% of face value: 


8Y%% 84% TYA% TY 64% 
Redemption notes notes notes notes notes 

Date July 15, April 1, April 15, January 15, July 1, 
2005 102.750% — — — — 
2006 101.375% 104.313% — — —_— 
2007 — 102.875% — —_ — 
2008 — 101.438% — 103.875 % 103.313% 
2009 — — 103.625 % 102.583% 102.208% 
2010 — — 102.417% 101.292% 101.104% 
2011 — — 101.208% — — 


Prior to January 15, 2008, the 774% notes are redeemable at our option, in whole or in part, at a 
specified make-whole price. Prior to January 15, 2006, we may under certain conditions redeem up to 35% 
of the 74% notes with the net proceeds of one or more public equity offerings, at a redemption price of 
107.750% of the principal amount. 


Prior to July 1, 2008, the 6%%% notes are redeemable at our option, in whole or in part, at a specified 
make-whole price. Prior to July 1, 2006, we may under certain conditions redeem 6%% notes with the net 
proceeds of one or more public equity offerings, at a redemption price of 106.625% of the principal 
amount. 


Prior to April 15, 2009, the 74% notes are redeemable at our option, in whole or in part, at a specified 
make-whole price. Prior to April 15, 2007, we may under certain conditions redeem 74% notes with the 
net proceeds of one or more public equity offerings, at a redemption price of 107.25% of the principal 
amount. 


Each of the indentures for the notes provides that we must repurchase, at the option of the holders, 
the notes at 101% of their principal amount, plus accrued and unpaid interest, upon the occurrence of a 
“Change of Control,” which is defined in each respective indenture. Except for required repurchases upon 
the occurrence of a Change of Control or in the event of certain asset sales, each as described in the 
respective indenture, we are not required to make sinking fund or redemption payments with respect to 
any of the notes. 
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4. Debt (Continued) 


Our indentures and other agreements governing our indebtedness contain certain restrictive financial 
and operating covenants including covenants that restrict our ability to complete acquisitions, pay cash 
dividends, incur indebtedness, make investments, sell assets and take certain other corporate actions. The 
covenants do not contain a rating trigger. Therefore, a change in our debt rating would not trigger a 
default under our indentures and other agreements governing our indebtedness. As of December 31, 2005, 
we were in compliance with all material debt covenants and agreements. 


c. Real Estate Mortgages 


In connection with the purchase of real estate and acquisitions, we assumed several mortgages on real 
property. The mortgages bear interest at rates ranging from 2.9% to 8.3% and are payable in various 
installments through 2023. 


d. Seller Notes 


In connection with the merger with Pierce Leahy in 2000, we assumed debt related to certain existing 
notes as a result of acquisitions which Pierce Leahy completed in 1999. The notes bear interest at a rate of 
4.75% per year. The outstanding balance of 5,461 British pounds sterling ($9,398) on these notes at 
December 31, 2005 is due on demand through 2009 and is classified as a current portion of long-term debt. 


e. Other 


Other long-term debt includes various notes, capital leases and other obligations assumed by us as a 
result of certain acquisitions and other agreements. The outstanding balance of $48,241 on these notes at 
December 31, 2005 have a weighted average interest rate of 7.9%. 


Maturities of long-term debt, excluding (premiums) discounts, net, are as follows: 


Year Amount 
DOD Gsisg sd ascis saed gil aed e Saedd ol eed EA ues MeN aS ARRAN ONE Ko EONS Apes SHOR SEE $ 25,905 
DU Fes beta rates eo ata Se arte oe cae erg ano o car ae ara a ete ou ava oe raed areata Sarena Gee 49,490 
DOO: 2 shane. dato chr A ahohh aire ae a hee ed ghee a aA SS EE A ED 46,084 
2009... didi ei deidiet aie aati ite ade aa 414,493 
LOMO 54 chcretirratiersie Reaecddaaedewadcwatiensdneswreaesdteassewed 5,676 
WM GTCATGR 5.25 io 62: seecseatdestenctstacees oe dclersg.a dre Sdlew oud deiodiee and aces dave deed 1,984,553 
$2,526,201 
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(In thousands, except share and per share data) 


4. Debt (Continued) 


We have estimated the following fair values for our long-term debt as of December 31: 


2004 2005 

Carrying Carrying 

Amount Fair Value Amount Fair Value 
IMI Revolving Credit Facility(1) ...................00. $122,563 $122,563 $216,396 $216,396 
IMI Term Loat. Facility)... .ccaicicieliiiaiaioiaiaia: 349,000 349,000 345,500 345,500 
IME Revolving Credit Facility(1)...................00. 101,478 = 101,478 84,262 84,262 
IME Term Loan Facility(1)....................0.0000. 184,330 184,330 =—-177,450 ~—- 177,450 
8Y4% NOtES(2). 0... ee eee eee eee eee ees 149,715 = 154,500 = 149,760 = 151,500 
So NOLES(2) ci svedexanddonddondvorod Wood Pend sendcens 481,054 509,726 481,032 502,513 
TAP NOtES (2) .rtdwoarenrdaniad was rean wea wanene andes 288,990 = 275,263, =. 258,120 =. 250,376 
TAGe NOS (2). hoc aiainiol as niaieiosaintaioieiains 440,418 435,568 439,506 435,568 
627 MOLES (2) i4.24.008.cn2sbs aed Anaad 314,565 299,200 315,059 299,200 
Real Estate Mortgages(1)............ 0... eee eee eee eee 5,908 5,908 4,707 4,707 
Seller Notes(1). 00.0.0... cece cece eee eee eee eens 11,307 11,307 9,398 9,398 
Other) 2152 Aes sat tee tee 28,694 28,694 48,241 48,241 


(1) The fair value of this long-term debt either approximates the carrying value (as borrowings under 
these debt instruments are based on current variable market interest rates as of December 31, 2004 


and 2005) or it is impracticable to estimate the fair value due to the nature of such long-term 


(2) The fair values of these debt instruments is based on quoted market prices for these notes on 
December 31, 2004 and 2005. 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors 


The following financial data summarizes the consolidating Company on the equity method of 
accounting as of December 31, 2004 and 2005 and for the years ended December 31, 2003, 2004 and 2005. 
The Guarantors column includes all subsidiaries that guarantee the senior subordinated notes. The 
subsidiaries that do not guarantee the senior subordinated notes are referred to in the table as the “Non- 


Guarantors.” 
December 31, 2004 
Non- 
Parent Guarantors Guarantors Eliminations Consolidated 
Assets 
Current Assets: 
Cash and Cash Equivalents........ $ — $ 11,021 $ 20,921 $ — $ 31,942 
Accounts Receivable ............. — 239,015 115,419 — 354,434 
Intercompany Receivable ......... 869,370 — — (869,370) — 
Other Current Assets............. 1,064 83,977 30,146 (409) 114,778 
Total Current Assets ........... 870,434 334,013 166,486 (869,779) 501,154 
Property, Plant and Equipment, Net.. — 1,131,277 518,519 — 1,649,796 
Other Assets, Net: 
Long-term Notes Receivable from 
Affiliates and Intercompany 
ReECEIVADIE 2%. 5.0.40. eachand arsdeactece de 1,923,614 11,420 — (1,935,034) — 
Investment in Subsidiaries......... 479,270 182,866 1,061 (663,197) — 
Goodwill... 0... 6. eee eee eee — 1,435,151 594,264 10,802 2,040,217 
OUST noche decrdSncarer Sid ane Scdeatacbedesrantne 30,128 116,438 105,196 (542) 251,220 
Total Other Assets, Net......... 2,433,012 1,745,875 700,521 (2,587,971) — 2,291,437 
Total Assets...............000 $3,303,446 $3,211,165 $1,385,526 $(3,457,750) $4,442,387 
Liabilities and Stockholders’ Equity .. . 
Intercompany Payable ............ $ — $ 313,259 $ 556,111 $ (869,370) $ — 
Current Portion of Long-term Debt. . 3,823 2,355 33,257 — 39,435 
Total Other Current Liabilities .... 51,190 298,755 126,492 (409) 476,028 
Long-term Debt, Net of Current 
POPEOM: 62. s35ntd Fan theshovedatdeedtenstees 2,024,224 112 414,251 — 2,438,587 
Long-term Notes Payable to 
Affiliates and Intercompany 
Payable ..................00005 1,000 1,923,614 10,420 (1,935,034) — 
Other Long-term Liabilities ....... 4,641 212,083 40,542 (542) 256,724 
Commitments and Contingencies 
Minority Interests................ — — 4,177 8,868 13,045 
Stockholders’ Equity.............. 1,218,568 460,987 200,276 (661,263) — 1,218,568 
Total Liabilities and Stockholders’ 
AQ UILY 5: seas. d-c.aidceauandianduandiandianets $3,303,446 $3,211,165 $1,385,526 $(3,457,750) $4,442,387 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Assets 
Current Assets: 
Cash and Cash Equivalents........ 
Accounts Receivable ............. 
Intercompany Receivable ......... 
Other Current Assets............. 
Total Current Assets ........... 
Property, Plant and Equipment, Net. . 
Other Assets, Net: 
Long-term Notes Receivable from 
Affiliates and Intercompany 
Receivable .................... 


Total Other Assets, Net......... 
Total Assets .............00 000 
Liabilities and Stockholders’ Equity 
Intercompany Payable ............ 
Current Portion of Long-term Debt . 
Total Other Current Liabilities .... 
Long-term Debt, Net of Current 
POTHON 2 dedicated nea cgeaete tes 
Long-term Notes Payable to 
Affiliates and Intercompany 
Payable sa ct:cadacceaetetieaceaeated 
Other Long-term Liabilities ....... 
Commitments and Contingencies 
Minority Interests................ 
Stockholders’ Equity.............. 
Total Liabilities and Stockholders’ 


December 31, 2005 


Non- 


Parent Guarantors Guarantors Eliminations Consolidated 
$ — $ 10,658 $ 42,755 §$ — $ 53,413 
— 290,546 118,018 — 408,564 
868,392 = — (868,392) = 
48 61,531 31,074 (462) 92,191 
868,440 362,735 191,847 (868,854) 554,168 
— 1,225,580 555,686 — 1,781,266 
2,048,104 11,069 — (2,059,173) = 
541,612 252,122 — (793,734) = 
— 1,482,537 646,363 9,741 2,138,641 
26,780 130,012 135,694 (421) 292,065 
2,616,496 1,875,740 782,057 — (2,843,587) — 2,430,706 
$3,484,936 $3,464,055 $1,529,590 $(3,712,441) $4,766,140 
$ — $ 249,173 $ 619,219 $ (868,392) $ — 
3,841 7,613 14,451 — 25,905 
48,229 389,691 128,633 (462) 566,091 
2,057,884 10,816 434,826 — 2,503,526 
1,000 2,048,104 10,069 = (2,059,173) — 
3,853 233,805 57,385 (421) 294,622 

— — 2,389 3,478 5,867 
1,370,129 524,853 262,618 (787,471) — 1,370,129 
$3,484,936 $3,464,055 $1,529,590 $(3,712,441) $4,766,140 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Revenues: 
MOTALE 1 6.6 aie ecw aceininann | adwoaanetees 
Service and Storage Material Sales........... 
Total REVENUES « g.s.sisi3 asioitviers aah ese ray ate 
Operating Expenses: 
Cost of Sales (Excluding Depreciation) ....... 
Selling, General and Administrative.......... 
Depreciation and Amortization ............. 
Loss (Gain) on Disposal/Writedown of Property, 
Plant and Equipment, Net ............... 
Total Operating Expenses................ 
Operating (Loss) Income..................4. 
Interest Expense, Net on. i s.c6 cai ecsiecne eee 
Equity in the Earnings of Subsidiaries, Net of Tax. 
Other Expense (Income), Net ................ 
Income Before Provision for Income Taxes and 
Minority Interest...................000, 
Provision for Income Taxes .................. 
Minority Interest in Earnings of Subsidiaries... .. 
Net INCOMEC 05.3.4 jce he de dois to Ged ean wade se 0. 


Revenues: 
SlOLAGS: isseaes gods ee dis chee wees oes 
Service and Storage Material Sales........... 
Total REVENUES. ccc Six ien ged Bae ead 
Operating Expenses: 
Cost of Sales (Excluding Depreciation) ....... 
Selling, General and Administrative.......... 
Depreciation and Amortization ............. 
(Gain) Loss on Disposal/Writedown of Property, 
Plant and Equipment, Net ............... 
Total Operating Expenses................ 
Operating (Loss) Income..................4. 
Interest Expense (Income), Net............... 
Equity in the Earnings of Subsidiaries, Net of Tax. 
Other Expense (Income), Net ................ 
Income Before Provision for Income Taxes and 
Minority IMterest ics in.sie edie ins area deren aves 
Provision for Income Taxes .................. 
Minority Interest in Earnings of Subsidiaries... .. 
Net INCOME. 0.65 cnc cas cece tae eae he eae 


Year Ended December 31, 2003 


Non- 
Parent Guarantors Guarantors Eliminations Consolidated 
$ — $ 712,862 $162,173 $ —_ $ 875,035 
—_ 499,992 126,302 — 626,294 
— 1,212,854 288,475 —_ 1,501,329 
—_— 545,202 135,545 —_ 680,747 
427 314,424 68,790 —_ 383,641 
20 106,024 24,874 — 130,918 
—_— 1,771 (641) —_ 1,130 
447 967,421 228,568 — 1,196,436 
(447) 245,433 59,907 —_ 304,893 
23,809 91,881 34,778 —_ 150,468 
(159,933) (4,334) — 164,267 — 
51,040 (45,492) (8,112) — (2,564) 
84,637 203,378 33,241 (164,267) 156,989 
—_ 53,449 13,281 —_— 66,730 
— —_ 5,622 —_ 5,622 
$ 84,637 $ 149,929 $ 14,338 $ (164,267) $ 84,637 
Year Ended December 31, 2004 
Non- 
Parent Guarantors Guarantors Eliminations Consolidated 
$ —  $ 774,945 $268,421 $ = $ 1,043,366 
— 552,405 221,818 —_— 774,223 
—_ 1,327,350 490,239 — 1,817,589 
—_ 586,437 237,462 —_ 823,899 
460 362,635 123,151 —_— 486,246 
36 123,098 40,495 — 163,629 
— (861) 180 — (681) 
496 1,071,309 401,288 —_ 1,473,093 
(496) 256,041 88,951 —_ 344,496 
150,476 (29,598) 64,871 —_— 185,749 
(267,560) (6,812) —_ 274,372 —_— 
22,397 (34,934) 4,549 —_ (7,988) 
94,191 327,385 19,531 (274,372) 166,735 
_— 60,376 9,198 —_ 69,574 
— —_ 2,970 = 2,970 
$ 94,191 $ 267,009 $ 7,363 $ (274,372) $ 94,191 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Year Ended December 31, 2005 


Non- 
Parent Guarantors Guarantors  [Eliminations Consolidated 
Revenues: 
StOrage nada cchascemawtnsane pede neaewens $ _— $ 862,961 $318,590 $ — $1,181,551 
Service and Storage Material Sales........... —_ 642,659 253,945 —_ 896,604 
Total Revenues « és.iss ead sere sae ea nae as —_— 1,505,620 572,535 —_ 2,078,155 
Operating Expenses: 
Cost of Sales (Excluding Depreciation) ....... _— 662,485 275,754 _ 938,239 
Selling, General and Administrative.......... 187 432,588 136,920 —_ 569,695 
Depreciation and Amortization ............. 70 134,509 52,343 —_ 186,922 
Loss (Gain) on Disposal/Writedown of Property, 
Plant and Equipment, Net ............... — 416 (3,901) _— (3,485) 
Total Operating Expenses................ 257 1,229,998 461,116 —_ 1,691,371 
Operating (Loss) Income.................04. (257) 275,622 111,419 _ 386,784 
Interest Expense (Income), Net............... 156,057 (33,325) 60,852 _ 183,584 
Equity in the Earnings of Subsidiaries, Net of Tax. (234,993) (28,176) = 263,169 — 
Other (Income)Expense, Net................. (32,420) 36,956 1,646 = 6,182 
Income Before Provision for Income Taxes and 
Minority Interest :..0...0.68 sc bere eee eee 111,099 300,167 48,921 (263,169) 197,018 
Provision for Income Taxes ..............0005 _— 63,665 17,819 —_— 81,484 
Minority Interest in Earnings of Subsidiaries... .. _ = 1,684 _ 1,684 
Income Before Cumulative Effect of Change in 
Accounting Principle, Net of Tax Benefit... . 111,099 236,502 29,418 (263,169) 113,850 
Cumulative Effect of Change in Accounting 
Principle, Net of Tax Benefit ............... = (2,215) (536) = (2,751) 
Net INCOME 53. 4isc¢ scice snares eos lee Pavdaets $ 111,099 $ 234,287 $ 28,882 $ (263,169) $ 111,099 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Year Ended December 31, 2003 


Non- 
Parent Guarantors Guarantors  Eliminations Consolidated 
Cash Flows from Operating Activities .......... $ (3,823)  $ 252,175 $ 40,341 $ — $ 288,693 
Cash Flows from Investing Activities: 
Capital expenditures)... ccc essence epee ees _— (142,744) (61,733) _ (204,477) 
Cash paid for acquisitions, net of cash acquired. — (66,707) (313,183) _ (379,890) 
Intercompany loans to subsidiaries........... (407,292) (324,980) = 732,272 = 
Investment in subsidiaries.................. (1,705) (1,705) _ 3,410 _— 
Investment in convertible preferred stock ..... = (1,357) _ _ (1,357) 
Additions to customer relationship and 
acquisition costs .... 2.6... eee eee eee eee — (9,549) (3,028) — (12,577) 
Proceeds from sales of property and equipment a 9,423 2,244 a 11,667 
Cash Flows from Investing Activities ....... (408,997) (537,619) (375,700) 735,682 (586,634) 
Cash Flows from Financing Activities: 
Repayment of debt and term loans........... (600,445) (683) (97,689) _— (698,817) 
Proceeds from debt and term loans .......... 643,784 — 100,232 —_ 744,016 
Early retirement of notes .................. (254,407) — (119,851) — (374,258) 
Net proceeds from sales of senior subordinated 
NOLES ii eisivaredsash gear vereneees 617,179 — _— — 617,179 
Debt financing (repayment to) and equity 
contribution from (distribution to) minority 
shareholders, net.......... 0.000000 e eee — —_ 20,225 —_ 20,225 
Intercompany loans from parent ............ — 287,190 445,082 (732,272) = 
Equity contribution from parent............. — 1,705 1,705 (3,410) _ 
Proceeds from exercise of stock options....... 8,426 _— —_— —_ 8,426 
Payment of debt financing costs and stock 
ISSUANCE COSTS is eis ere seared see die eb ere eave (1,717) a — = (1,717) 
Cash Flows from Financing Activities....... 412,820 288,212 349,704 (735,682) 315,054 
Effect of exchange rates on cash and cash 
SQUIVAIEDUS: i. 6 died se see duaedprtn aie Ha aes HO Ae —_ —_ 1,278 —_ 1,278 
Increase in cash and cash equivalents........... _ 2,768 15,623 —_ 18,391 
Cash and cash equivalents, beginning of year..... — 52,025 4,267 _— 56,292 
Cash and cash equivalents, end of year ......... $ — $ 54,793 $ 19,890 $ — $ 74,683 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Year Ended December 31, 2004 


Parent Guarantors re Eliminations _ Consolidated 
Cash Flows from Operating Activities ........ $(176,437) $ 426,230 $ 55,571 $ — $ 305,364 
Cash Flows from Investing Activities: 
Capital expenditures .................... — (162,032) (69,934) = (231,966) 
Cash paid for acquisitions, net of cash 
ACQUITCO s cesiesetee saunas algee Cx remien dae Re Be — (163,828) (220,510) — (384,338) 
Intercompany loans to subsidiaries......... 44,240 28,501 7 (72,741) 
Investment in subsidiaries ................ (111,988) (111,988) — 223,976 _ 
Investment in convertible preferred stock... — (858) — — (858) 
Additions to customer relationship and 
acquisition COStS ............... 0. eee — (10,050) (2,422) = (12,472) 
Proceeds from sales of property and 
SQUIPMENE «6s. ce haa eee oud Seaweeds — 3,053 58 = 3,111 
Cash Flows from Investing Activities ..... (67,748) (417,202) (292,808) 151,235 (626,523) 
Cash Flows from Financing Activities: 
Repayment of debt and term loans......... (706,149) (117,246) (261,618) = (1,085,013) 
Proceeds from debt and term loans ........ 668,882 — 479,393 —_ 1,148,275 
Early retirement of notes................. — — (20,797) _— (20,797) 
Net proceeds from sales of senior 
subordinated notes.................05. 269,427 — —_— — 269,427 
Debt financing (repayment to) and equity 
contribution from (distribution to) 
minority shareholders, net.............. — — (41,978) — (41,978) 
Intercompany loans from parent........... — (47,542) (25,199) 72,741 = 
Equity contribution from parent........... — 111,988 111,988 (223,976) 
Proceeds from exercise of stock options .... 18,041 — —_ — 18,041 
Payment of debt financing costs and stock 
issuance CoSstS ....... 00... eee eee eee (6,016) _ (5,370) — (11,386) 
Cash Flows from Financing Activities .... 244,185 (52,800) 236,419 (151,235) 276,569 
Effect of exchange rates on cash and cash 
SQUIVAIENIS che ees edna nan mabe Use — — 1,849 — 1,849 
(Decrease) Increase in cash and cash 
SQUIVALENTS ec. tisie, sieseethigee wae evo ogene aye rechten — (43,772) 1,031 = (42,741) 
Cash and cash equivalents, beginning of year . . = 54,793 19,890 — 74,683 
Cash and cash equivalents, end of year ....... $ — $ 11,021 $ 20,921 $ — $ 31,942 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Year Ended December 31, 2005 


Parent Guarantors Ge aon Eliminations Consolidated 
Cash Flows from Operating Activities ....... $(149,143) $ 433,730 $ 92,589 $ — $ 377,176 
Cash Flows from Investing Activities: 
Capital expenditures ................... = (190,143) (81,986) — (272,129) 
Cash paid for acquisitions, net of cash 
ACQUITED si: cies aoe aeea and edes ces — (66,890) (111,348) — (178,238) 
Intercompany loans to subsidiaries........ 73,702 (107,286) — 33,584 — 
Investment in subsidiaries ............... (15,687) (15,687) — 31,374 — 
Additions to customer relationship and 
acquisition COStS ................0 000, — (7,909) (5,522) — (13,431) 
Proceeds from sales of property and 
equipment and other ................. —_— 15,895 11,728 — 27,623 
Cash Flows from Investing Activities .... 58,015 (372,020) (187,128) 64,958 (436,175) 
Cash Flows from Financing Activities: 
Repayment of debt and term loans........ (300,322) (2,783) (206,490) — (509,595) 
Proceeds from debt and term loans ....... 366,352 — 202,374 — 568,726 
Debt financing (repayment to) and equity 
contribution from (distribution to) 
minority shareholders, net............. = — (2,399) — (2,399) 
Intercompany loans from parent.......... — (74,977) 108,561 (33,584) — 
Equity contribution from parent.......... — 15,687 15,687 (31,374) — 
Proceeds from exercise of stock options ... 25,649 —_— — —_— 25,649 
Payment of debt financing costs and stock 
ISSUANCE COSTS: oss sie vue oe ie ed ats de (551) — (381) _ (932) 
Cash Flows from Financing Activities ... 91,128 (62,073) 117,352 (64,958) 81,449 
Effect of exchange rates on cash and cash 
CQUIVAIENIS i. cdc. cendine dtreney ada eae — = (979) = (979) 
(Decrease) Increase in cash and cash 
EQUIVAIENIS. 3 i:5 vct.c cps Sareea hy ee ere ape eA = (363) 21,834 = 21,471 
Cash and cash equivalents, beginning of year . = 11,021 20,921 = 31,942 
Cash and cash equivalents, end of year ...... $ — $ 10,658 $ 42,755 $ = $ 53,413 


6. Acquisitions 


The acquisitions we consummated in 2003, 2004 and 2005 were accounted for using the purchase 
method of accounting, and accordingly, the results of operations for each acquisition have been included in 
our consolidated results from their respective acquisition dates. Cash consideration for the various 
acquisitions was provided through our credit facilities and the issuance of certain of our senior 
subordinated notes. The significant acquisitions are as follows: 


To expand into new markets in Europe and add to our existing footprint, in July 2003, we and IME 
completed the acquisition of Hays IMS in two simultaneous transactions. IME acquired the European 
operations of Hays IMS for aggregate cash consideration (including transaction costs) of approximately 
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6. Acquisitions (Continued) 


190,000 British pounds sterling ($309,000), while we acquired the U.S. operations of Hays IMS for 
aggregate cash consideration (including transaction costs) of approximately 14,500 British pounds sterling 
($24,000). Both transactions were on a cash and debt free basis. 


For full access to all future cash flows and greater strategic and financial flexibility, in February 2004, 
we completed the acquisition of the 49.9% equity interest held by Mentmore plc (“Mentmore”) in IME for 
total consideration of 82,500 British pounds sterling ($154,000) in cash. Included in this amount is the 
repayment of all trade and working capital funding owed to Mentmore by IME. Completion of the 
transaction gives us 100% ownership of IME. This transaction did not have material impact on revenue or 
operating income since we already fully consolidate IMF’s financial results. Using the purchase method of 
accounting for this acquisition, the net assets of IME were adjusted to reflect 49.9% of the difference 
between the fair market value and their carrying value on the date of acquisition. 


To build upon our mission to protect our customers’ information regardless of format, in 
November 2004, we acquired Connected Corporation (“Connected”) for total cash consideration of 
$109,326 (net of cash acquired). Connected’s technology allows for the protection, archiving and recovery 
of distributed data. 


To develop our presence in Asia Pacific, in December 2005, we acquired the Australian and New 
Zealand operations of Pickfords Records Management for total cash consideration of approximately 
Australian Dollar 115,000 ($86,276, net of cash acquired). 


To extend our leadership role in the protection of our customer’ business data, in December 2005, we 
acquired full ownership of LiveVault Corporation (“LiveVault”) for cash consideration of $35,798 (net of 
cash acquired). As of December 31, 2004, we had a minority interest investment in Live Vault with a 
carrying value of $3,615. LiveVault is a provider of disk-based online server backup and recovery solutions. 


A summary of the consideration paid and the allocation of the purchase price of the acquisitions is as 
follows: 


2003 2004 2005 

Cash Paid (gross of cash acquired).............00. cece eee $387,803(1) $388,243(1) $180,457(1) 
Previous Investment Balance of Businesses Acquired ......... — — 3,615 
Fair Value of Options Issued ................. 0.00. eee eee — 1,245 780 

Total Consideration ........ 0... ccc ccc cece eee eee eee 387,803 389,488 184,852 
Fair Value of Identifiable Assets Acquired(2)................ 244,950 160,622 85,070 
Liabilities Assumed(3).......... 00. eee eee eee (46,217) (50,006) (21,876) 
Minority. IMtEreSE ... cscs ek ce ties eo eee eb etc eee ee eee es — 71,535(4) 8,142(5) 

Total Fair Value of Identifiable Net Assets Acquired....... 198,733 182,151 71,336 
Recorded Goodwill. ........ 0... cece cece eee eee ees $189,070 $207,337 $113,516 


(1) Included in cash paid for acquisitions in the consolidated statements of cash flows for the years ended 
December 31, 2003, 2004 and 2005 is a contingent payment of $1,077, $5,513 and $704, respectively, 
related to acquisitions made in the previous years. 
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6. Acquisitions (Continued) 


(2) Consisted primarily of accounts receivable, prepaid expenses and other, land, buildings, racking, 
leasehold improvements. Additionally, includes core technology of $15,460 and $10,500 for the years 
ended December 31, 2004 and 2005, respectively, and customer relationship assets of $52,866, $64,064 
and $70,724 for the years ended December 31, 2003, 2004 and 2005, respectively. 


(3) Consisted primarily of accounts payable, accrued expenses and notes payable. 


(4) Consisted primarily of the carrying value of Mentmore’s 49.9% minority interest in IME at the date of 
acquisition. 


(5) Consisted primarily of the carrying value of minority interests of Latin American partners at the date 
of acquisition. 


Allocation of the purchase price for the 2005 acquisitions was based on estimates of the fair value of 
net assets acquired, and is subject to adjustment. The purchase price allocations of certain 2005 
transactions are subject to finalization of the assessment of the fair value of property, plant and equipment, 
intangible assets (primarily customer relationship assets), operating leases, restructuring purchase reserves, 
deferred revenue and deferred income taxes. We are not aware of any information that would indicate that 
the final purchase price allocations will differ meaningfully from preliminary estimates. 


In connection with each of our acquisitions, we have undertaken certain restructurings of the acquired 
businesses. The restructuring activities include certain reductions in staffing levels, elimination of duplicate 
facilities and other costs associated with exiting certain activities of the acquired businesses. The estimated 
cost of these restructuring activities were recorded as costs of the acquisitions and were provided in 
accordance with EITF No. 95-3, “Recognition of Liabilities in Connection with a Purchase Business 
Combination.” We finalize restructuring plans for each business no later than one year from the date of 
acquisition. Unresolved matters at December 31, 2005 primarily include completion of planned 
abandonments of facilities and severance contracts in connection with certain acquisitions. 


The following is a summary of reserves related to such restructuring activities: 


2004 2005 
Reserves, beginning of the year..................... 0 eee $ 16,322 $21,414 
Reserves established .......... 0.0. c cece ccc eee cent nee 15,282 1,142 
FRPCMCHULES 5.0.5 iis ie Nh A oe Ae ee eae heed (10,200) — (7,360) 
Adjustments to goodwill, including currency effect(1)......... 10 (2,498) 
Reserves, end of the year .......... 00. c cece e eee eee ee $ 21,414 $12,698 


(1) Includes adjustments to goodwill as a result of management finalizing its restructuring plans. 


At December 31, 2004, the restructuring reserves related to acquisitions consisted of lease losses on 
abandoned facilities ($12,348), severance costs for approximately 56 people ($2,463) and move and other 
exit costs ($6,603). At December 31, 2005, the restructuring reserves related to acquisitions consisted of 
lease losses on abandoned facilities ($9,760), severance costs for approximately 22 people ($569) and move 
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6. Acquisitions (Continued) 


and other exit costs ($2,369). These accruals are expected to be used prior to December 31, 2006 except for 
lease losses of $6,997 and severance contracts of $160, both of which are based on contracts that extend 
beyond one year. 


In connection with some of our acquisitions, we have potential earn-out obligations that would be 
payable in the event businesses we acquired meet certain operational objectives. These payments are based 
on the future results of these operations and our estimate of the maximum contingent earn-out payments 
we may be required to make under all such agreements as of December 31, 2005 is approximately $21,195. 


7. Capital Stock and Stock Options 


a. Capital Stock 


On May 27, 2004, our board authorized and approved a three-for-two stock split effected in the form 
of a dividend on our common stock. We issued the additional shares of common stock resulting from this 
stock dividend on June 30, 2004 to all stockholders of record as of the close of business on June 15, 2004. 
All share data has been reflected for such stock split. 


The following table summarizes the number of shares authorized, issued and outstanding for each 
issue of our capital stock as of December 31: 


Number of Shares 


Authorized Issued and Outstanding 
Equity Type Par Value 2004 2005 2004 2005 
Preferred stock ...............4. $.01 10,000,000 10,000,000 — — 
Common stock................0. 01 200,000,000 200,000,000 129,817,914 131,662,871 


b. Stock Options 


A total of 16,084,728 shares of common stock have been reserved for grants of options and other 
rights under our various stock incentive plans. 
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7. Capital Stock and Stock Options (Continued) 


The following is a summary of stock option transactions, including those issued to employees of 
acquired companies, during the applicable periods, excluding transactions under the employee stock 
purchase plan: 


Weighted Average 
Options Exercise Price 
Options outstanding, December 31, 2002.............. 5,845,224 $12.05 
Granted in 8 x8 ddd. ated Ahad dat abatelet aed headed 687,851 24.80 
PXCLCISCG i :5.2 5.2.5.5 hawt chad ids hea aha aaa has seen ae (661,302) 8.85 
Canceled! sas daas dated dah ed haha odaad haw ahaha bebe aaa te (78,519) 17.60 
Options outstanding, December 31, 2003.............. 5,793,254 13.73 
Granted 3} sccobe dese cois do deeds ced ea ede ened eee oes 811,722 28.55 
PRCKCISCO s:c:c:ecbs baeeededaciaee denne nae desed eens (1,118,332) 9.38 
Canceled nc.cecdcwcccade denn cede hace welaw ade dade ses (214,598) 23.58 
Options outstanding, December 31, 2004.............. 5,272,046 16.55 
Granted 645 iis. neu h0% Geass obceeoenscegeetacaeseaee 1,773,498 32.33 
Issued in Connection with Acquisitions ............... 29,059 7.05 
PEXCTCISCA ssc Means ctict ower? satire bolesegtsten sues wed! seuidiy oe (1,404,541) 11.94 
CaniCele Gl ..54.sscibcondess gen dvs agenshs acest bes. ate dente codoeab oboe uate (174,788) 25.78 
Options outstanding, December 31, 2005.............. 5,495,274 22.41 


Options granted in 2003, 2004 and 2005 were granted with exercise prices equal to the market price of 
the stock at the date of grant. The majority of these options become exercisable ratably over a period of 
five years unless the holder terminates employment and generally have a contractual life of 10 years. The 
number of shares available for grant at December 31, 2005 was 2,170,016. 


The following table summarizes additional information regarding options outstanding and exercisable 
at December 31, 2005: 


Outstanding 
Weighted 
Average 
Remaining Exercisable 
Contractual Life Weighted Average Weighted Average 
Range of Exercise Prices Number (in Years) Exercise Price Number Exercise Price 
$0.39 to $0.39...... 390 alps $ 0.39 390 $ 0.39 
$1.92 to $2.07...... 140,435 1.9 1.96 140,435 1.96 
$2.95 to $4.05...... 72,206 3.1 3.70 72,206 3.70 
$4.56 to $5.73...... 125,145 2.4 4.89 112,169 4.79 
$7.63 to $10.78. .... 359,074 2.0 9.55 359,074 9.55 
$12.07 to $17.54... 1,355,736 4.5 14.98 1,246,071 14.84 
$18.28 to $25.60. ... 1,108,001 6.6 22.21 569,003 21.32 
$27.71 to $35.82. ... 1,981,047 91 29.44 117,066 29.75 
$43.04 to $43.45... 353,240 9.9 43.27 — — 
5,495,274 6.6 22.41 2,616,414 14.76 
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8. Income Taxes 


The components of income before provision for income taxes and minority interest are: 


2003 2004 2005 
US. and Cattddais..i.sc3cas5e4 tee eet tee eed $140,638 $157,929 $178,300 
POPC y arctan dnararanaaavarananavananananad 16,351 8,806 18,718 


$156,989 $166,735 $197,018 


We have estimated federal net operating loss carryforwards which begin to expire in 2018 through 
2021 of $123,800 at December 31, 2005 to reduce future federal taxable income, if any. The preceding net 
operating loss carryforwards do not include pre-acquisition net operating loss carryforwards of Arcus 
Group, Inc. in the amount of approximately $103,000. Any tax benefit realized related to pre-acquisition 
net operating loss carryforwards will be recorded as a reduction of goodwill when, and if, realized. We also 
have estimated state net operating loss carryforwards of $87,255. The state net operating loss 
carryforwards are subject to a valuation allowance of approximately 89%. Additionally, we have federal 
alternative minimum tax credit carryforwards of $3,500, which have no expiration date and are available to 
reduce future income taxes, if any, and foreign tax credits, which expire in 2015, of $15,200. 


We are subject to examination by various tax authorities in jurisdictions in which we have significant 
business operations. We regularly assess the likelihood of additional assessments by tax authorities and 
provide for these matters as appropriate. Although we believe our tax estimates are appropriate, the final 
determination of tax audits and any related litigation could result in changes in our estimates. 


The tax effects of temporary differences that give rise to significant portions of the deferred tax assets 
and deferred tax liabilities are presented below: 


December 31, 
2004 2005 


Deferred Tax Assets: 
Accrued liabilities... 0.0... ccc cece eee eee n eee e eens $ 26,181 $ 25,687 


Deferred Tents..s<ccic cede darcie Heels Hews ON s Was WERE NS Meee E RES 8,654 11,478 
Net operating loss carryforwards........... 0.00. cece eee eee eee 63,579 45,783 
AMT and Foreign Tax Credits. ...... 0.00... 1,364 18,760 
Valuation Allowance): ssi ciscinseinaniscninacisdmimamisials (5,691) (9,318) 
Unrealized loss on hedging contracts .................. 0c eee eee 1,585 48 
Cli ce ee ee ee ere 9,278 3,798 


104,950 96,236 
Deferred Tax Liabilities: 


Other assets, principally due to differences in amortization........ (98,348) (120,321) 
Plant and equipment, principally due to differences in depreciation (154,642) (148,959) 
Customer acquisition COStS ...... 06... eee eee eee (22,466) (24,647) 

(275,456) _ (293,927) 
Net deferred tax liability.....i2+.o1s40vasacradiaavataviaaeet areas $(170,506) $(197,691) 


(1) The majority of the increase in our valuation allowance from 2004 to 2005 relates primarily to net 
operating losses acquired through acquisitions. Approximately $4,600 of the total 2005 valuation 
allowance, if realized, will be recorded as a reduction to goodwill. 
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8. Income Taxes (Continued) 


We receive a tax deduction upon the exercise of non-qualified stock options or upon the disqualifying 
disposition by employees of incentive stock options and shares acquired under our employee stock 
purchase plan for the difference between the exercise price and the market price of the underlying 
common stock on the date of exercise or disqualifying disposition. The tax benefit for non-qualified stock 
options and the 15% discount associated with our employee stock purchase plan are included in the 
consolidated financial statements in the period in which compensation expense is recorded. The tax benefit 
associated with compensation expense recorded in the consolidated financial statements related to 
incentive stock options and incremental amounts recorded above the 15% discount associated with the 
employee stock purchase plan are recorded in the period the disqualifying disposition occurs. All tax 
benefits for awards issued prior to January 1, 2003 and incremental tax benefits in excess of compensation 
expense recorded in the consolidated financial statements are credited directly to equity and amounted to 
$3,950, $6,904 and $9,668 for the years ended December 31, 2003, 2004 and 2005, respectively. 


We have not provided deferred taxes on book basis differences related to certain foreign subsidiaries 
because such basis differences are not expected to reverse in the foreseeable future and we intend to 
reinvest indefinitely outside the U.S. These basis differences arose primarily through the undistributed 
book earnings of our foreign subsidiaries. The basis differences could be reversed through a sale of the 
subsidiaries, the receipt of dividends from subsidiaries as well as certain other events or actions on our 
part, which would result in an increase in our provision for income taxes. 


We file a consolidated federal income tax return with our U.S. subsidiaries. The provision for income 
taxes consists of the following components: 


Year Ended December 31, 
2003 2004 2005 
Federal—deferred ........ 0... cece ccc eee eee $43,856 $54,237 $55,891 
State—current.... 0... ccc cece eee eee eee 2,758 4,094 8,847 
State—deferred..... 0... ccc ccc cece eee 14,871 9,339 181 
Foreign—current and deferred ..............000005 5,245 1,904 16,565 


$66,730 $69,574 $81,484 
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8. Income Taxes (Continued) 


A reconciliation of total income tax expense and the amount computed by applying the federal income 
tax rate of 35% to income before provision for income taxes and minority interests for the years ended 
December 31, 2003, 2004 and 2005, respectively, is as follows: 


Year Ended December 31, 
2003 2004 2005 

Computed “expected” tax provision................ $54,946 $58,357 $68,956 
Changes in income taxes resulting from: 

State taxes (net of federal tax benefit) ............ 11,459 8,732 6,430 

Increase in valuation allowance................4. — — 1,092 

Foreign tax rate and tax law differential........... (540) (1,584) (94) 

Other: Net: :).hetss sda daha ian iaes 865 4,069 5,100 


$66,730 $69,574 $81,484 


9. Quarterly Results of Operations (Unaudited) 


Quarter Ended March 31 June 30 Sept. 30 Dec. 31 
2004 
TOtalirEvenueS itaian cian nian. ciuiatan iu aanaetan $433,922 $445,410 $459,330 $478,927 
Operating INCOME ..i2.s.satnsatesatesaiuadiesateaaes 85,752 86,866 85,002 86,876 
Net incOMe.... eee eee eens 22,997 22,857 18,450 29,887 
Net income per share—basic...................000000. 0.18 0.18 0.14 0.23 
Net income per share—diluted.....................00. 0.18 0.17 0.14 0.23 
2005 
Total revenues .... 0... ccc cee cent e nee 501,406 511,922 526,472 538,355 
Operating income ............. ee ee eee eee eee eee ee eee 91,110 96,693 102,177 96,804 
Income before cumulative effect of change in accounting 

PUIMCIPIS: 5.5. .o hi0 bg sta bay 6 ecg ae sai ene es Caan eeapenceed ened 22,949 25,410 36,377 29,114 
Je (1H 1016" 0) 0 1 = a ee i i 22,949 25,410 36,377 26,363 
Income before cumulative effect of change in accounting 

principle per share—basic...................0.00008 0.18 0.19 0.28 0.22 
Income before cumulative effect of change in accounting 

principle per share—diluted ....................00.0. 0.17 0.19 0.27 0.22 
Net income per share—basic...................0 00000. 0.18 0.19 0.28 0.20 
Net income per share—diluted....................000. 0.17 0.19 0.27 0.20 


10. Segment Information 


We operate in eight operating segments, based on their economic environment, geographic area, the 
nature of their services and the nature of their processes: 


e Business Records Management—throughout the United States and Canada, the storage of paper 
documents, as well as all other non-electronic media such as microfilm and microfiche, master 
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10. Segment Information (Continued) 


audio and videotapes, film, X-rays and blueprints, including healthcare information services, vital 
records services and service, courier operations, and the collection, handling and disposal of 
sensitive documents for corporate customers 


Data Protection—the storage and rotation of backup computer media as part of corporate disaster 
and business recovery plans, including service and courier operations and electronic vaulting 
services for the server market 


Fulfillment—the storage of customer marketing literature and delivery to sales offices, trade shows 
and prospective customers’ sites based on current and prospective customer orders; the assembly of 
custom marketing packages and orders; the management and detailed reporting on customer 
marketing literature inventories 


Digital Archiving Services—storage and related services for electronic records conveyed via 
telecommunication lines and the Internet 


Europe—information protection and storage services throughout Europe 
South America—information protection and storage services throughout South America 
Mexico—information protection and storage services throughout Mexico 


Asia Pacific—information protection and storage services throughout Australia and New Zealand 


The South America, Mexico and Asia Pacific operating segments do not individually meet the 
quantitative thresholds for a reporting segment, but have been aggregated and reported with Europe as 
one reporting segment, “International,” given their similar economic characteristics, products, customers 
and processes. The Fulfillment and Digital Archiving Services operating segments do not meet the 
quantitative thresholds for a reportable segment and thus are included in the “Corporate and Other” 
category. Corporate items include non-operating overhead, corporate general and administrative expenses, 
non-allocated operating expenses and inter-segment eliminations. Corporate assets are principally cash 
and cash equivalents, prepaid items, certain non-operating fixed assets, deferred income taxes, certain non- 
trade receivables, certain inter-segment receivables, and deferred financing costs. 
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10. Segment Information (Continued) 


An analysis of our business segment information to the respective information and reconciliation to 
the consolidated financial statements is as follows: 


Business Records Data Corporate Total 

Management Protection International & Other(1) Consolidated 
2003 
Total Revenues ...............0005 $1,022,335 $251,141 $ 198,068  $ 29,785 $1,501,329 
Contribution. ...............000005 286,208 71,240 46,825 32,668 436,941 
Total Assets: ..65.4.3424.223caaanaeas 2,536,415 375,845 765,814 214,025 3,892,099 
Expenditures for Segment Assets(2) . 179,450 28,667 358,515 30,312 596,944 
2004 
Total Revenues ................05. 1,107,587 278,984 380,033 50,985 1,817,589 
Contribution. .................000. 308,630 78,597 89,751 30,466 507,444 
Total Assets .......... 0... 2,708,068 391,184 1,024,135 319,000 4,442,387 
Expenditures for Segment Assets(2) . 217,868 19,528 243,030 148,350 628,776 
2005 
Total Revenues ..............0.005 1,206,316 324,536 435,269 112,034 2,078,155 
Contribution. ................00005 339,213 95,115 113,278 22,615 570,221 
Total Assets .......... 0000 cece eee 2,816,098 434,509 1,142,217 373,316 4,766,140 
Expenditures for Segment Assets(2) . 176,049 29,393 178,662 79,694 463,798 


(1) Total assets include the inter-segment elimination amounts of $1,813,276, $1,884,185 and $1,883,545 
as of December 31, 2003, 2004 and 2005, respectively. 


(2) Includes capital expenditures, cash paid for acquisitions, net of cash acquired and additions to 
customer relationship and acquisition costs in the accompanying consolidated statements of cash 
flows. 


The accounting policies of the reportable segments are the same as those described in Note 2 except 
that certain costs continue to be allocated from Corporate & Other to the other segments in 2003, 2004 
and 2005, primarily to our Business Records Management and Data Protection segments. These 
allocations, which include rent, worker’s compensation, property, general liability, auto and other 
insurance, pension/medical costs, incentive compensation, real estate property taxes and provision for bad 
debts, are based on rates set at the beginning of each year. Contribution for each segment is defined as 
total revenues less cost of sales (excluding depreciation) and selling, general and administrative expenses 
(including the costs allocated to each segment as described above). Internally, we use Contribution as the 
basis for evaluating the performance of and allocating resources to our operating segments. 
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10. Segment Information (Continued) 


A reconciliation of Contribution to net income on a consolidated basis is as follows: 


Years Ended December 31, 
2003 2004 2005 

Contribution. 2.0.0.0... 00. ccc cece cee ene e eee eee eeees $436,941 $507,444 $570,221 

Less: Depreciation and Amortization...................0000055 130,918 163,629 186,922 
Loss (Gain) on Disposal/Writedown of Property, Plant and 

Equipment, Net. oc s:i.c. cs siscds ddhees das Bate tg se dea aenee dashes Based 1,130 (681) (3,485) 

Interest: Expense; Net. :.ics-cc:0 te dea e cece dade eae cascade ae 150,468 185,749 183,584 

Other (Income) Expense, Net ................. 0c cece ee eee (2,564) (7,988) 6,182 

Income before Provision for Income Taxes and Minority Interest. ... $156,989 $166,735 $197,018 


Information as to our operations in different geographical areas is as follows: 


2003 2004 2005 
Revenues: 
MITC GIS TALES 5. cs tives ayers aysnesa Syeresatyaen.e Myaee ayes Rye aaeaysnatiyerarein $1,215,669 $1,330,979 $1,504,907 
United KingdOM «..c.cccs accede ss dees ees deer eeeebeeeeeeens 145,735 270,665 275,426 
CAMA GA xg fe cn Fite ec dndearcnbedesmercd sai hdisnanbd iguhd ensibd Kane deanod Saearad f 87,592 106,577 132,302 
Other Internationals 9.95.5.495.4.4:265620.3495.255655 32035 RoR 52,333 109,368 165,520 
Total Revenues ......... 0... ccc ccc cee cee enn eee e eens $1,501,329 $1,817,589 $2,078,155 
Long-lived Assets: 
WHE O States css 2. cctscsateciou dented aa scantedewacuneausecewsae $2,514,031 $2,735,545 $2,887,981 
United Kingdom ......62 ie s-i0cte has had aah eta Ri ha lee eke Aachen 551,924 618,712 594,178 
Canada as issesanadnadaecndaadandenoatas daeoahanaaaeodanad 253,874 315,872 335,929 
Other International........... 0.0.0 ccc ccc cece eee nee 100,687 271,104 393,884 
Total Long-lived Assets ......... 0000. ccc cece eee eee eens $3,420,516 $3,941,233 $4,211,972 


11. Commitments and Contingencies 
a. Leases 


We lease most of our facilities under various operating leases. A majority of these leases have renewal 
options of five to ten years and may have fixed or Consumer Price Index escalation clauses. We also lease 
equipment under operating leases, primarily computers which have an average lease life of three years. 
Trucks and office equipment are also leased and have remaining lease lives ranging from one to seven 
years. Total rent expense under all of our operating leases was $134,371, $163,564 and $185,542 for the 
years ended December 31, 2003, 2004 and 2005, respectively. 
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11. Commitments and Contingencies (Continued) 


Minimum future lease payments, net of sublease income of $2,015, $1,138, $858, $580, $449 and $676 
for 2006, 2007, 2008, 2009, 2010 and thereafter, respectively, are as follows: 


Year Operating 

2006 280s dterariandtaaias eases anaes eVas ase tenasheetned cies $ 164,022 
ZOOL ss dngsce dna bce ineeexe ang btd dada badd anda aed eae be LR OE ATE 145,912 
QDS arcs ssescat sca gck estate cohtael sdasu sto seh cust sad oaaho ieee sleet she hts aeh Sheree hese ahayst 127,344 
OD sd So cei rig ah cS tedeah ty Sects eta eS Syd utes Gye tea Sade Body dee teased Sete SaaS 110,528 
01000 Pm 92,408 
MEME TC ATCT 3 barber ese. das. d cert atice dt aiaee bate date date daleanb auaeebalacy.t eae baleen aatia 473,583 
Total minimum lease payments ......... 0.0... eee eee eee $1,113,797 


We have guaranteed the residual value of certain vehicle operating leases to which we are a party. The 
maximum net residual value guarantee obligation for these vehicles as of December 31, 2005 was $55,465. 
Such amount does not take into consideration the recovery or resale value associated with these vehicles. 
We believe that it is not reasonably likely that we will be required to perform under these guarantee 
agreements or that any performance requirement would have a material impact on our consolidated 
financial statements. 


b. Litigation 


We are involved in litigation from time to time in the ordinary course of business with a portion of the 
defense and/or settlement costs being covered by various commercial liability insurance policies purchased 
by us. In the opinion of management, no material legal proceedings are pending to which we, or any of our 
properties, are subject. We record legal costs associated with loss contingencies as expenses in the period 
in which they are incurred. 


12. Related Party Transactions 


We lease space to an affiliated company, Schooner, for its corporate headquarters located in Boston, 
Massachusetts. For the years ended December 31, 2003, 2004 and 2005, Schooner paid rent to us totaling 
$144, $153 and $161, respectively. We lease facilities from an officer. Our aggregate rental payment for 
such facilities during 2003, 2004 and 2005 was $919, $955 and $978, respectively. 


We have an agreement with Leo W. Pierce, Sr., our former Chairman Emeritus and the father of 
J. Peter Pierce, our former director, that requires pension payments of $8 per month until his death. The 
remaining benefit is recorded in accrued expenses in the accompanying consolidated balance sheets in the 
amount of $730 as of December 31, 2005. 


In December 2005, IME made a $2,860 investment in a Polish joint venture in which one of our 
directors has an indirect 20% interest. 
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13. Employee Benefit Plans 
a. Iron Mountain Companies 401(k) Plan 


We have a defined contribution plan, which generally covers all non-union U.S. employees meeting 
certain service requirements. Eligible employees may elect to defer from 1% to 25% of compensation per 
pay period up to the amount allowed by the Internal Revenue Code. In addition, IME operates a defined 
contribution plan, which is similar to the U.S.’s 401(k) Plan. We make matching contributions based on the 
amount of an employee’s contribution in accordance with the plan document. We have expensed $4,164, 
$4,320 and $6,737 for the years ended December 31, 2003, 2004 and 2005, respectively. 


b. Employee Stock Purchase Plan 


We offer an employee stock purchase plan that was amended and approved by our stockholders on 
May 26, 2005 to increase the number of shares from 1,125,000 to 2,325,000 (the “Plan’”). Participation is 
available to substantially all employees who meet certain service eligibility requirements. The Plan 
provides a way for our eligible employees to become stockholders on favorable terms. The Plan provides 
for the purchase of our common stock by eligible employees through successive offering periods. During 
each offering period, participating employees accumulate after-tax payroll contributions, up to a maximum 
of 15% of their compensation, to pay the exercise price of their options. At the end of the offering period, 
outstanding options are exercised, and each employee’s accumulated contributions are used to purchase 
our common stock. The price for shares purchased under the Plan is 85% of the fair market price at either 
the beginning or the end of the offering period, whichever is lower. There were 133,072, 348,320 and 
386,115 shares purchased under the Plan for the years ended December 31, 2003, 2004 and 2005, 
respectively. The number of shares available for purchase at December 31, 2005 was 1,457,493. 
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REPORT OF THE INDEPENDENT AUDITORS 


To the Board of Directors of 
Iron Mountain Europe Limited: 


We have audited the accompanying consolidated statements of operations, stockholders’ equity and 
comprehensive (loss)/income and cash flows of Iron Mountain Europe Limited for the year ended 
October 31, 2003. These consolidated financial statements are the responsibility of the management of 
Iron Mountain Europe Limited. Our responsibility is to express an opinion on these financial statements 
based on our audits. 


We conducted our audit in accordance with the standards of the Public Company Accounting 
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. We believe that our 
audit provides a reasonable basis for our opinion. 


In our opinion, the consolidated financial statements of Iron Mountain Europe Limited referred to 
above present fairly, in all material respects, the consolidated results of their operations and their 
consolidated cash flows for the year ended October 31, 2003, in conformity with accounting principles 
generally accepted in the United States of America. 


/s/ RSM ROBSON RHODES LLP 


Chartered Accountants 
Birmingham, England 


March 8, 2004 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized. 


IRON MOUNTAIN INCORPORATED 


By: /s/ C. RICHARD REESE 


C. Richard Reese 
Chairman of the Board and 
Chief Executive Officer 


Dated: March 16, 2006 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed 
below by the following persons on behalf of the registrant and in the capacities and on the dates indicated. 


Name Title Date 
/s/ C. RICHARD REESE Chairman of the Board of Directors and Chief March 16, 2006 
C. Richard Reese Executive Officer 
/s/ BOB BRENNAN President and Chief Operating Officer March 16, 2006 


Bob Brennan 


/s/ JOHN F. KENNY, JR. Executive Vice President, Chief Financial March 16, 2006 
John F. Kenny, Jr. Officer and Director (Principal Financial 
Officer and Principal Accounting Officer) 


/s/ CLARKE H. BAILEY Director March 16, 2006 
Clarke H. Bailey 


/s/ CONSTANTIN R. BODEN Director March 16, 2006 
Constantin R. Boden 


/s/ KENT P. DAUTEN Director March 16, 2006 
Kent P. Dauten 


/s/ B. THOMAS GOLISANO Director March 16, 2006 
B. Thomas Golisano 


/s/ ARTHUR D. LITTLE Director March 16, 2006 
Arthur D. Little 


/s/ VINCENT J. RYAN Director March 16, 2006 
Vincent J. Ryan 
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INDEX TO EXHIBITS 


Certain exhibits indicated below are incorporated by reference to documents we have filed with the 
Commission. Exhibit numbers in parentheses refer to the exhibit numbers in the applicable filing (which 
are identified in the footnotes appearing at the end of this index). Each exhibit marked by a pound sign (#) 
is a management contract or compensatory plan. 


Exhibit Item Exhibit 
2.1 Agreement, dated July 12, 2003, between Hays plc and Iron (2.1) 
Mountain Europe Limited (portions of which have been omitted 
pursuant to a request for confidential treatment). 
2.2 Agreement and Plan of Merger by and between Iron Mountain (2.1) 
Incorporated, a Pennsylvania corporation, and the Company, 
dated as of May 27, 2005. 


3.1 Amended and Restated Certificate of Incorporation of the (3.1) 
Company. 

3.2 Bylaws of the Company. (3.2)®) 

3.3 Declaration of Trust of IM Capital Trust I, dated as of (4.15)0) 


December 10, 2001 among the Company, The Bank of New 
York, The Bank of New York (Delaware) and John P. Lawrence, 
as trustees. 
3.4 Certificate of Trust of IM Capital Trust I. (4.17)¢9 
41 Indenture for 84% Senior Subordinated Notes due 2011, dated (10.1) 
April 26, 1999, by and among the Company, certain of its 
subsidiaries and The Bank of New York, as trustee. 
4.2 Indenture for 85% Senior Subordinated Notes due 2008, dated (4.1)09 
as of April 3, 2001, among the Company, the Guarantors named 
therein and The Bank of New York, as trustee. 
4.3 First Supplemental Indenture, dated as of April 3, 2001, among (4.2) 
the Company, the Guarantors named therein and The Bank of 
New York, as trustee. 
4.4 Second Supplemental Indenture, dated as of September 14, 2001, (4.7)0% 
among the Company, the Guarantors named therein and The 
Bank of New York, as trustee. 
4.5 Senior Subordinated Indenture for 734% Senior Subordinated (4.7)0%) 
Notes due 2015 and 6%% Senior Subordinated Notes due 2016, 
dated as of December 30, 2002, among the Company, the 
Guarantors named therein and The Bank of New York, as 


trustee. 
4.6 First Supplemental Indenture, dated as of December 30, 2002, (4.8)08) 
among the Company, the Guarantors named therein and the 
Trustee. 
47 Second Supplemental Indenture, dated as of June 20, 2003, (4.9) 
among the Company, the Guarantors named therein and the 
Trustee. 
48 Form of stock certificate representing shares of Common Stock, (4.1) 
$.01 par value per share, of the Company. 
10.1 Iron Mountain Incorporated Executive Deferred Compensation (10.7)") 
Plan, as amended.(#) 
10.2 Nonqualified Stock Option Plan of Pierce Leahy Corp.(#) (10.3) 
10.3 Iron Mountain Incorporated 1997 Stock Option Plan, as (10.90) 
amended.(#) 
10.4 Iron Mountain/ATSI 1995 Stock Option Plan.(#) (10.2) 
10.5 Iron Mountain Incorporated 1995 Stock Incentive Plan, as (10.3) 
amended.(#) 
10.6 Iron Mountain Incorporated 2002 Stock Incentive Plan.(#) (10.8) 
10.7 Form of Iron Mountain Incorporated Amended and Restated (10.9)? 
Non-Qualified Stock Option Agreement.(#) 
10.8 Form of Iron Mountain Incorporated Incentive Stock Option (10.10) 


Agreement.(#) 
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Exhibit 
10.9 


10.10 


10.11 
10.12 
10.13 
10.14 
10.15 
10.16 
10.17 
10.18 
10.19 


10.20 
10.21 


10.22 


10.23 


10.24 


10.25 


10.26 


10.27 


10.28 


10.29 


10.30 


Item 

Form of Iron Mountain Incorporated 1995 Stock Incentive Plan 
Non-Qualified Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 1995 Stock Incentive Plan 
Amended and Restated Iron Mountain Non-Qualified Stock 
Option Agreement.(#) 

Form of Iron Mountain Incorporated 1995 Stock Incentive Plan 
Incentive Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 1995 Stock Incentive Plan 
Non-Qualified Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 1997 Stock Option Plan 
Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 1997 Stock Option Plan 
Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 2002 Stock Incentive Plan 
Stock Option Agreement.(#) 

Form of Iron Mountain Incorporated 2002 Stock Incentive Plan 
Stock Option Agreement.(#) 

2005 Categories of Criteria under the 2003 Senior Executive 
Incentive Plan. (#) 

Summary Description of Compensation Plan for Executive 
Officers. (#) 

2003 Senior Executive Incentive Plan. (#) 

Compensation Plan for Non-Employee Directors. (#) 
Amended and Restated Registration Rights Agreement, dated as 
of June 12, 1997, by and among the Company and certain 
stockholders of the Company.(#) 

Fifth Amended and Restated Credit Agreement dated as of 
March 15, 2002 among the Company, certain lenders party 
thereto and JPMorgan Chase Bank, as Administrative Agent. 
Strategic Alliance Agreement, dated as of January 4, 1999, by and 
among the Company, Iron Mountain (U.K.) Limited, Britannia 
Data Management Limited and Mentmore Abbey plc. 

Lease Agreement, dated as of October 1, 1998, between Iron 
Mountain Statutory Trust—1998 and IMRM. 

Amendment No. 1 and Consent to Lease Agreement, dated 
March 15, 2002, between Iron Mountain Statutory Trust—1998 
and IMIM. 

Unconditional Guaranty, dated as of October 1, 1998, from the 
Company to Iron Mountain Statutory Trust—1998. 
Amendment and Consent to Unconditional Guaranty, dated as 
of July 1, 1999, between the Company and Iron Mountain 
Statutory Trust—1998 and consented to by the lenders listed 
therein and the Bank of Nova Scotia, as Agent Bank for such 
lenders. 

Amendment No. 2 and Consent to Unconditional Guaranty, 
dated as of October 22, 1999, between the Company and Iron 
Mountain Statutory Trust—1998, and consented to by the lenders 
listed therein and the Bank of Nova Scotia, as Agent Bank for 
such lenders. 

Amendment No. 3 and Consent to Unconditional Guaranty, 
dated as of January 31, 2000, between the Company and Iron 
Mountain Statutory Trust—1998, and consented to by the lenders 
listed therein and the Bank of Nova Scotia, as Agent Bank for 
such lenders. 

Amendment No. 4 and Consent to Unconditional Guaranty, 
dated as of August 15, 2000, between the Company and Iron 
Mountain Statutory Trust—1998, and consented to by the lenders 
listed therein and the Bank of Nova Scotia, as Agent Bank for 
such lenders. 
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Exhibit 


(10.11) 


(10.12) 


(10.13) 
(10.14) 
(10.15) 
(10.16) 
(10.17) 
(10.18) 
(10.1) 
(10.3) 
(10.4)° 


(10)? 
(10.1) 


(10.10) 


(10.2) 


(10.20) 


(10.1)07) 


(10.21) 


(10.1) 


(10.17) 


(10.18) 


(10.3) 


Exhibit 


10.31 


10.32 


10.33 


10.34 


10.35 


10.36 
10.37 


10.38 


10.39 


10.40 


10.41 


10.42 


10.43 


10.44 


10.45 


10.46 


10.47 


Item 

Amendment No. 5 and Consent to Unconditional Guaranty, 
dated as of March 15, 2002 between the Company and Iron 
Mountain Statutory Trust—1998, and consented to by the lenders 
listed therein and the Bank of Nova Scotia, as Agent Bank for 
such lenders. 

Guaranty Letter, dated December 31, 2002, to Scotiabanc, Inc. 
from Iron Mountain Information Services, Inc., as Lessee and the 
Company as Guarantor. 

Amended and Restated Agency Agreement, dated October 1, 
1998, by and between Iron Mountain Statutory Trust—1998 and 
IMRM. 

Lease Agreement, dated as of July 1, 1999, by and between Iron 
Mountain Statutory Trust—1999 and IMRM. 

Amendment No. 1 and Consent to Lease Agreement, dated 
March 15, 2002, between Iron Mountain Statutory Trust—1999 
and IMIM. 

Agency Agreement, dated as of July 1, 1999, by and between Iron 
Mountain Statutory Trust—1999 and IMRM. 

Unconditional Guaranty, dated as of July 1, 1999, from the 
Company to Iron Mountain Statutory Trust—1999. 

Amendment No. 1 and Consent to Unconditional Guaranty, 
dated as of October 22, 1999, between the Company and Iron 
Mountain Statutory Trust—1999, and consented to by the lenders 
listed therein and Wachovia Capital Investments, Inc., as Agent 
Bank for such lenders. 

Amendment No. 2 and Consent to Unconditional Guaranty, 
dated as of January 31, 2000, between the Company and Iron 
Mountain Statutory Trust—1999, and consented to by the lenders 
listed therein and Wachovia Capital Investments, Inc., as Agent 
Bank for such lenders. 

Amendment No. 3 and Consent to Unconditional Guaranty, 
dated as of August 16, 2000, between the Company and Iron 
Mountain Statutory Trust—1999, and consented to by the lenders 
listed therein and Wachovia Capital Investments, Inc., as Agent 
Bank for such lenders. 

Amendment No. 4 to Unconditional Guaranty, dated as of 
March 20, 2001 between the Company and Iron Mountain 
Statutory Trust—1999, and consented to by the lenders listed 
therein and Wachovia Capital Investments, Inc., as Agent Bank 
for such lenders. 

Amendment No. 5 and Unconditional Consent to Guaranty, 
dated as of March 15, 2002 between the Company and Iron 
Mountain Statutory Trust—1999, and consented to by the lenders 
listed therein and Wachovia Capital Investments, Inc., as Agent 
Bank for such lenders. 

Guaranty Letter, dated December 31, 2002, to BTM Capital and 
JH Equity Realty Investors, Inc., from Iron Mountain 
Information Services, Inc., as Lessee and the Company as 
Guarantor. 

Master Lease and Security Agreement, dated as of May 22, 2001, 
between Iron Mountain Statutory Trust—2001, as Lessor, and 
IMRM., as Lessee. 

Amendment No. 1 to Master Lease and Security Agreement, 
dated as of November 1, 2001 between Iron Mountain Statutory 
Trust—2001, as Lessor, and IMRM, as Lessee. 

Amendment to Master Lease and Security Agreement and 
Unconditional Guaranty, dated March 15, 2002, between Iron 
Mountain Statutory Trust—2001, IMIM and the Company. 
Unconditional Guaranty, dated as of May 22, 2001, from the 
Company, as Guarantor, to Iron Mountain Statutory Trust— 
2001, as Lessor. 
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Exhibit 


(10.2) 


(10.20)"8) 


(10.22) 


(10.2)® 


(10.3)07) 


(10.1) 
(10.3)® 


(10.24) 


(10.25)09 


(10.2) 


(10.4)? 


(10.5)? 


(10.31) 


(10.1) 


(10.28) 


(10.6)7) 


(10.2) 


Exhibit Item Exhibit 


10.48 Subsidiary Guaranty, dated as of May 22, 2001, from certain (10.36) 
subsidiaries of the Company as guarantors, for the benefit of Iron 
Mountain Statutory Trust—2001 and consented to by Bank of 
Nova Scotia. 

10.49 Guaranty Letter, dated December 31, 2002, to Scotiabanc, Inc. (10.37) 


10.5 


10.5 


10.5 


10.5 


10.5 


from Iron Mountain Information Services, Inc., as Lessee and the 
Company as Guarantor. 
0 Master Construction Agency Agreement, dated as of May 22, (10.3) 
2001, between Iron Mountain Statutory Trust—2001, as Lessor, 
and IMRM, as Construction Agent. 
1 First Amendment, dated as of July 9, 2003, to the Fifth Amended (10.1)° 
and Restated Credit Agreement, dated as of March 15, 2002, 
among the Company, certain lenders party thereto and J.P. 
Morgan Chase Bank, as Administrative Agent. 
2 Multi-Currency Term, Revolving Credit Facilities Agreement, (10.40)? 
dated as of March 2004, among Iron Mountain Europe Limited, 
certain lenders party thereto, Barclays Capital and The Governor 
and Company of the Bank of Scotland, as arrangers, and The 
Bank of Scotland as the facility agent, security trustee and letter 
of credit issuing bank. 
3 Seventh Amended and Restated Credit Agreement dated as of (10.1)@ 
July 8, 2004 among the Company, Iron Mountain Canada 
Corporation, certain lenders party thereto, Fleet National Bank, 
as Syndication Agent, Wachovia Bank, National Association and 
The Bank of Nova Scotia, as Co-Documentation Agents, J.P. 
Morgan Securities Inc., as lead arranger and bookrunner, 
JPMorgan Chase Bank, Toronto Branch as Canadian 
Administrative Agent and JPMorgan Chase Bank, as 
Administrative Agent. 
4 Letter Agreement, dated December 8, 2004 and revised (10.53) 
December 16, 2004, between Iron Mountain Records 
Management and Peter Delle Donne regarding severance 


benefits. 
12 Statement re: Computation of Ratios. Filed herewith as Exhibit 12 
21 Subsidiaries of the Company. Filed herewith as Exhibit 21 
23.1 Consent of Deloitte & Touche LLP (Iron Mountain Filed herewith as Exhibit 23.1 
Incorporated, Delaware). 
23.2 Consent of RSM Robson Rhodes LLP (Iron Mountain Europe Filed herewith as Exhibit 23.2 
Limited). 
31.1 Rule 13a-14(a) Certification of Chief Executive Officer. Filed herewith as Exhibit 31.1 
31.2 Rule 13a-14(a) Certification of Chief Financial Officer. Filed herewith as Exhibit 31.2 
32.1 Section 1350 Certification of Chief Executive Officer. Furnished herewith as Exhibit 32.1 
32.2 Section 1350 Certification of Chief Financial Officer. Furnished herewith as Exhibit 32.2 
(1) Filed as an Exhibit to Iron Mountain/DE’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1997, filed with the 
Commission, File No. 0-27584. 
(2) Filed as an Exhibit to Iron Mountain/DE’s Current Report on Form 8-K dated March 9, 1998, filed with the Commission, File 
No. 0-27584. 
(3) Filed as an Exhibit to Iron Mountain/DE’s Registration Statement No. 333-67765, filed with Commission on November 23, 
1998. 
(4) Filed as an Exhibit to Iron Mountain/DE’s Current Report on Form 8-K dated January 19, 1999, filed with the Commission, 
File No. 0-27584. 
(5) Filed as an Exhibit to Iron Mountain/DE’s Current Report on Form 8-K dated April 16, 1999, filed with the Commission, File 
No. 0-27584. 
(6) Filed as an Exhibit to Iron Mountain/DE’s Current Report of Form 8-K dated May 11, 1999, filed with the Commission, File 


No. 0-27584. 
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(7) 


(8) 


(9) 


(10) 


(11) 


(12) 


(13) 


(14) 


(15) 
(16) 


(17) 


(18) 


(19) 


(20) 


(21) 


(22) 


(23) 


(24) 


(25) 


Filed as an Exhibit to Iron Mountain/DE’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1999, filed with the 
Commission, File No. 0-27584. 


Filed as an Exhibit to Iron Mountain/DE’s Quarterly Report on Form 10-Q for the quarter ended September 30, 1999, filed 
with the Commission, File No. 1-14937. 


Filed as an Exhibit Amendment No. 1 to Pierce Leahy’s Registration Statement No. 333-9963, filed with the Commission on 
October 4, 1996. 


Filed as an Exhibit to the Company’s Current Report on Form 8-K dated February 1, 2000, filed with the Commission, File 
No. 1-13045. 


Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2000, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2001, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2001, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Registration Statement No. 333-75068, filed with the Commission on December 13, 2001. 


Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2001, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2002, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2002, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2003, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2003, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2004, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2004, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2005, filed with the 
Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Current Report on Form 8-K dated April 5, 2005, filed with the Commission, File 
No. 1-13045. 


Filed as an Exhibit to the Company’s Current Report on Form 8-K dated May 27, 2005, filed with the Commission, File 
No. 1-13045. 


99 


Exhibit 12 
IRON MOUNTAIN INCORPORATED 
STATEMENT OF THE CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES 


(Dollars in thousands) 


2001 2002 2003 2004 2005 


Earnings: 
(Loss) Income from Continuing 
Operations before Provision for 
Income Taxes and Minority Interest $ (28,111) $ 114,519 $ 156,989 $ 166,735 $ 197,018 
Add: Fixed Charges 177,032 178,587 195,258 240,270 245,431 
$ 148,921 $ 293,106 $ 352,247 $ 407,005 $ 442,449 


Fixed Charges: 
Interest Expense, Net $ 134,742 $ 136,632 $ 150,468 $ 185,749 $ 183,584 
Interest Portion of Rent Expense 42,290 41,955 44,790 54,521 61,847 
SmE03 2) $ 178,587 $ 195,258 $ 240,270 $ 245,431 
Ratio of Earnings to Fixed Charges 0.8x(1) 1.6x 1.8x 1.7x 1.8x 
(1) We reported a loss from continuing operations before provision for income taxes and minority interest for the year ended 


December 31, 2001 and we would have needed to generate additional income from operations before provision for income 
taxes and minority interest of $28,111 to cover our fixed charges of $177,032. 


IRON MOUNTAIN INCORPORATED 
SCHEDULE OF SUBSIDIARIES 


as of March 10, 2006 


JURISDICTION OF INCORPORATION OR 


Exhibit 21 


NAMES UNDER WHICH THE ENTITY 


ENTITY NAME ORGANIZATION DOES BUSINESS 
Administradora de Informacion Limitada Chile 
Archivage Actif Groupe Iron Mountain SAS France 
Archive Services Limited United Kingdom 
Archivex Box Company Limited Alberta 
Archivex Limited Nova Scotia Archivex 
Arcus Data Security Limited United Kingdom 
Britannia Data Management Limited United Kingdom 
COMAC, Inc. Delaware COMAC 
Connected G.m.b.H. Germany 
Custodia SOS Limitada Chile 
Datavault Holdings Limited United Kingdom 
Datavault Limited Scotland 
Datavault Northwest Limited United Kingdom 
Datavault Southwest Limited United Kingdom 
Docuguard Holdings Limited Cyprus 
Docuguard Austria G.m.b.H. Austria 
Docuguard CR - s.r.0. Czech Republic 
Docuguard CR - s.r.v. Czech Republic 
Docuguard Kft Hungary 
Docuguard Romania Sri Romania 
Docuguard Slovakia s.r.o. Slovakia 
FIME S.A. France 
Honanross Ltd. Ireland 
Imaging Systems (NZ) Limited New Zealand 
IM Australia Holdings Pty. Ltd. Australia 
IM New Zealand Holdings Pty. Ltd. New Zealand 
IMSA Peru SRL Peru 
Iron Mountain Argentina Argentina Iron Mountain 
Tron Mountain Assurance Corporation Vermont 
Iron Mountain Belgium NV Belgium Tron Mountain 
Tron Mountain Box Company Nova Scotia 
Iron Mountain Canada Corporation Nova Scotia Iron Mountain 
Tron Mountain Cayman Ltd. Cayman Islands 
Iron Mountain Chile S.A. Chile Iron Mountain 
Tron Mountain Chile Servicios S.A. Chile 
Iron Mountain Deutschland GmbH Germany Iron Mountain 
Tron Mountain Deutschland m.1.1.1.GmbH Germany 
Iron Mountain Digital Limited United Kingdom Iron Mountain Digital 
Tron Mountain Digital S.A.S. France Iron Mountain Digital 
Iron Mountain DIMS Ltd. United Kingdom Iron Mountain Digital 
Iron Mountain DISOS GmbH Germany 
Iron Mountain do Brazil S.A. Brazil Tron Mountain 
Tron Mountain Espana, S.A. Spain Tron Mountain 
Iron Mountain Europe Limited United Kingdom 
Tron Mountain (France), S.A. France Tron Mountain 
Iron Mountain Global, Inc. Delaware 
Tron Mountain Global, LLC Delaware 
Iron Mountain Group (Europe) Limited United Kingdom 
Tron Mountain Holdings (Europe) Limited United Kingdom 
Iron Mountain Holdings (France), SNC France 
Iron Mountain Information Management, Inc. Delaware Tron Mountain 
Iron Mountain Intellectual Property Delaware 
Management, Inc. 
Tron Mountain Ireland Treland Tron Mountain 


Iron Mountain Ireland (Holdings) 
Tron Mountain Livingston Limited 
Iron Mountain Mayflower Ltd. 


Tron Mountain Mexico, S.A. de R.L. de C.V. 


Tron Mountain MDM Limited 
Tron Mountain Nederland (Holdings) B.V. 
Iron Mountain Nederland B.V. 


Ireland 

United Kingdom 
United Kingdom 
Mexico 

United Kingdom 
Netherlands 
Netherlands 


Tron Mountain 


Tron Mountain 


JURISDICTION OF INCORPORATION OR 


NAMES UNDER WHICH THE ENTITY 


ENTITY NAME ORGANIZATION DOES BUSINESS 

Tron Mountain New Zealand Limited New Zealand Tron Mountain 

Iron Mountain Norge AS Norway Tron Mountain 

Tron Mountain Peru S.A. Peru Tron Mountain 

Iron Mountain PLE Limited United Kingdom 

Tron Mountain Records Management (Puerto Puerto Rico 
Rico), Inc. 

Iron Mountain Scotland (Holdings) Limited United Kingdom 

Tron Mountain Scotland Limited United Kingdom Tron Mountain 

Iron Mountain South America Ltd. Cayman Islands 

Tron Mountain Statutory Trust 1998 Connecticut 

Iron Mountain Statutory Trust 1999 Connecticut 

Tron Mountain Step S.p.A. Italy Tron Mountain 

Iron Mountain (UK) Limited United Kingdom 

JAD 93 Limited United Kingdom 

JDC Asociados Spain 

Jones & Crossland Limited United Kingdom 

Kestrel Data Services Limited United Kingdom 

Kestrel Data UK Limited United Kingdom 

Kestrel Reprographics Limited United Kingdom 

Maxi Aermazenageas Especiais Ltd. Brazil Maxi 

Memogarde, S.A. France Memogarde 

Mountain Glenwood Real Estate, Inc. British Columbia 

Mountain Real Estate Assets, Inc. Delaware 

Mountain Reserve II, Inc. Delaware 

Mountain Reserve III, Inc. Delaware 

Mountain West Palm Real Estate, Inc. Delaware 

Nettlebed Acquisition Corporation Delaware 

Record Data Limited Ireland 

Records & Information Management Australia — Australia Tron Mountain 
Pty. Ltd. 

Secure Destruction Limited United Kingdom Tron Mountain 

Silver Sky Jersey Channel Islands 

Sistemas de Archivo Corporativo, S.A.deR.L. Mexico Tron Mountain 
delawve 

Sistemas de Archivo de Mexico, S.A. de R.L. de Mexico Iron Mountain 
C.V. 

Societe Civile Imobiliere du Chemin Cornillon France 

The Document Storage Company Limited United Kingdom 

397499 British Columbia Ltd. British Columbia 

Tecarchive France 

The Imaging Centre Pty. Ltd. Australia 

Treeline Services Corporation Delaware 

Upper Providence Venture I, L.P. Pennsylvania 


EXHIBIT 23.1 
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


We consent to the incorporation by reference in Registration Statement Nos. 333-105494 and 333-126932 on Form S-3, 333-91577 
on Form S-4 and 333-43787, 333-89008, 333-95901, 333-105938, 333-114398, 333-118322, 333-120395, 333-126982, and 333- 
130270 on Form S-8 of our reports dated March 15, 2006, relating to the financial statements of Iron Mountain Incorporated and 
management’s report on the effectiveness of internal control over financial reporting, appearing in this Annual Report on Form 10-K 
of Iron Mountain Incorporated for the year ended December 31, 2005. 


/s/ Deloitte & Touche LLP 


Boston, Massachusetts 
March 15, 2006 


EXHIBIT 23.2 
INDEPENDENT AUDITORS’ CONSENT 
We hereby consent to the incorporation by reference of our report dated March 8, 2004 (which expresses an unqualified opinion), 
included in this Form 10-K, into Iron Mountain Incorporated’s previously filed Registration Statements on Forms S-3 (File Nos. 333- 


105494 and 333-126932), S-4 (File No. 333-91577) and S-8 (File Nos. 333-43787, 333-89008, 333-95901, 333-105938, 333-114398, 
333-118322, 333-120395, 333-126982 and 333-130270). 


/s/ RSM Robson Rhodes LLP 


Chartered Accountants 
Birmingham, England 


March 10, 2006 


EXHIBIT 31.1 


CERTIFICATIONS 


I, C. Richard Reese, certify that: 


I. 


2. 


I have reviewed this annual report on Form 10-K of Iron Mountain Incorporated; 


Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report; 


Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 


The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report 
is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and 
the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of end of the period covered by this 
report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during 
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting; and 


The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons 
performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and 
report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting. 


Date: March 16, 2006 


/s/ C. Richard Reese 
C. Richard Reese 
Chief Executive Officer 


EXHIBIT 31.2 


CERTIFICATIONS 


I, John F. Kenny, Jr., certify that: 


I. 


2. 


I have reviewed this annual report on Form 10-K of Iron Mountain Incorporated; 


Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report; 


Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 


The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report 
is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and 
the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of end of the period covered by this 
report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during 
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting; and 


The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons 
performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and 
report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting. 


Date: March 16, 2006 


/s/ John F. Kenny, Jr. 
John F. Kenny, Jr. 
Chief Financial Officer 


EXHIBIT 32.1 


CERTIFICATION PURSUANT TO 
18 U.S.C. Section 1350, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002 


In connection with the filing of the Annual Report on Form 10-K for the year ended December 31, 2005 (the “Report”) by 
Iron Mountain Incorporated (the “Company”, the undersigned, as the Chief Executive Officer of the Company, hereby certifies 
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 


1. the Report fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934; 
and 


2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of 
operations of the Company. 


Date: March 16, 2006 


/s/ C. Richard Reese 
C. Richard Reese 
Chief Executive Officer 


EXHIBIT 32.2 


CERTIFICATION PURSUANT TO 
18 U.S.C. Section 1350, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002 


In connection with the filing of the Annual Report on Form 10-K for the year ended December 31, 2005 (the “Report”) by 
Iron Mountain Incorporated (the “Company’), the undersigned, as the Chief Financial Officer of the Company, hereby certifies 
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 


1. the Report fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934; 
and 


2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of 
operations of the Company. 


Date: March 16, 2006 


/s/ John F. Kenny, Jr. 
John F. Kenny, Jr. 
Chief Financial Officer 
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